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Announcing... 


A NEW TROUBLE-SHOOTING 
MARKET RESEARCH SERVICE 


DO YOU NEED: 


(1) Information on statistical source material, public and private? 
(2) Informed guidance through the maze of government statistics? 
(3) Back data on economic trends for specific markets? 

(4) Help in setting sales quotas? 

(5) To know the location of good markets (and bad)? 

(6) To know the current volume of business in your industry? 


For years, SALES MANAGEMENT, as publishers of the annual Survey of Buying 
Power, has served as the recognized authority for answers to questions such as those 
posed above and shall continue to answer without charge routine questions on the Survey 
of Buying Power through its Librarian and Readers’ Service. However, the volume of 
inquiries of a research nature has become too large to be handled efficiently through 
these channels alone. Accordingly, S M has made arrangements with Market Statistics, 
Inc., headed by Dr. Jay M. Gould, Research Director for the annual Survey of Buying 
Power, to handle questions involving points of special technical interest. 


If such questions can be readily answered from data on hand, there will be no charge. 
For problems involving special research efforts on the part of the staff of Market 
Statistics, a nominal charge will be quoted, based on the time involved. In addition, 
Market Statistics, Inc., entrusted with the responsibility of preparing all estimates under- 
lying the SALES MANAGEMENT Survey of Buying Power, will make available, by special 


appointment, its files of regional statistics, among the most complete in the country. 


For further information write or phone Dr. Jay M. Gould at Market Statistics, Inc., 


432 4th Avenue, N.Y. 16, MU 4-3559 or SALES MANAGEMENT, LExington 
2-1760. 
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A Client Writes Our Copy 


Within the month my assistant remarked, and I 
concurred, that she wished there were some way we 
could express appreciation to Barnard, Inc. for the 
real study and thought which they put into the tabu- 
lating of our Wage Earner Forum surveys. Writing 
this ad gives us that opportunity. 


Tabulating, we all know, begins with the analysis, 
editing and interpreting (coding) of responses, regard- 
less of whether those responses are simple statements 
of fact, simple choices, or the more complex opinion 
or comment responses. This all-important part of the 
tabulating operation is done by people - not by the 
machines which will eventually count the code marks. 


The value, then, of the tabulated results of a 
survey, is in direct ratio to the intelligence of the 
editors and accuracy of interpretation. We believe the 
staff of Barnard, Inc. rate extremely high in this 
field. 


Along with accuracy, Barnard, Inc. get a job to 
you while it's still news. They present it so that it 
can be understood by anybody who might pick up the 
report. And as to cost -- well, tabulating comes high, 
but we have always felt that Barnard's rates were fair 
and square. You can't ask any more than that, can you? 


Everett R. Smith 
Director of Research 
MacFadden Publications, Inc. 


BARNARD, Inc. - 93 Park Avenue - New York 16, New York 
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MACMILLAN TEXTS 


Clark & Clark 
3rd Edition 


PRINCIPLES 
of 
MARKETING 


Hamberg 


BUSINESS 
CYCLES 


Mehr & Osler 


MODERN LIFE 


INSURANCE 


Mahoney and 
Hession 


PUBLIC RE- 
LATIONS for 
RETAILERS 


Tops in their Fields 


From the Journal of Marketing: ‘The 
book does an excellent job in evelég’- 
ing a clear understanding of the func- 
tion involved in marketing. . . . It pre- 
sents a good overall picture of market- 
ing problems from the standpoint both 
of the businessman and of the public. 
1942—$5.50 


A discussion of the cycles from 1919 to 
the present is thoroughly integrated 
with the theoretical portions of the 
book. Various theories of the business 
cycle are analyzed with the aggregative 
tools of Keynesian economics. Ready in 


July 


Including such topics as technical and 
legal aspects of the field, policy forms, 
variations among companies, and how 
to choose the best policy, the text is de- 
signed as a source of practical, up-to- 
date information. 1949—$5.00 


This practical book is full of real-life 
merchandising stories that illustrate pub- 
lic relations activities for every size and 
kind of retail business. It's a survey- 
analysis of the public relations tech- 
niques that succeed in today's business. 
1949—$4.50 


THE MACMILLAN COMPANY 
60 Fifth Avenue, New York 
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COLLEGE TERT S 


Just published! 


ADVERTISING MEDIA AND 
MARKETS, 2nd Edition 


by Ben Duffy, President, Batten, Barton, Durstine, and Osborn, Inc. 


The new, revised 2nd edition is a “must” for every course on advertising 
media. It also provides the basis for organizing a new, intentive course on this 
important subject. Containing the latest information and new data, the 2nd 
Edition gives a complete, detailed analysis of each step in the scientific selec- 
tion and effective use of advertising media. The book analyzes each type of 
printed media from the standpoint of circulation, economy of rate, editorial 
policy, space sizes, effective position, competition, and type of reader. New 
chapters include coverage of television, the measurement of radio and tele- 
vision circulation, and a study of the current developments in newspaper, maga- 
zine, business paper, and other media. 


Illustrated 416 pages 6” x 9” 


SUCCESSFUL RETAIL SALESMANSHIP, 
2nd Edition 


by O. Preston Robinson, University of Utah, and Christine H. Robinson 


The new Second Edition of this standard retailing text deals with every phase 
of store salesmanship. It begins with a thorough consideration of the sales- 
person’s opportunities and responsibilities, moves along through the customer 


contact, and concludes on follow-up activities that help build permanent 
business. 


More numerous and more life-like examples of selling situations are a stand 
out feature of this revised edition. The text dramatically demonstrates how 
customer problems should be handled and how common buying obstacles can 
frequently be overcome by alert salespeople. At all times the emphasis is on 
“helping the customer buy” rather than high pressure tactics. 


The new edition also represents a careful checking and re-arranging of the 
original material. The very latest ideas and techniques replace outmoded con- 
cepts, making for greater clarity and a more forceful presentation. 


Published 1950 378 pages 534” x 834” 
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COLERGE TENTS | 


Just published! 


INDUSTRIAL PRICING AND 
MARKET PRACTICES 


by Alfred R. Oxenfeldt, Hofstra College 


A book length study of the determination of prices in industry, which is focused 
on the actual pricing system in a free enterprise economy. 


The text features a practical and concrete approach to the pricing field and r 
the many and varied influences which determine price in the industrial struc- ‘S 
ture. Dr. Oxenfeldt discusses such realistic problems as methods used to set ae 
price . . . cost-plus pricing . . . price collusion . . . market sharing agreements as 
. -. price leadership . . . how the antitrust laws influence price . . . limitations oy 
on competition . . . price discrimination . . . advertising . . . and the like. a 
SPECIAL FEATURES: . 

A modern approach, examples drawn from 1949 and 1950 practices as re- = 2 
ported in newspapers, trade journals, business magazine; antitrust cases are oe 
also used. 

Two actual case studies . .. A Case Study of the Whisky Industry and A Case | = 
Study of the Steel Industry. . = 

The last chapter summarizes thé ramifications of the study and serves as a q * 


perspective to the entire preceding price determination analysis. 
Chapter outlines, tables, charts, graphs, and chapter summaries. 


Published February 1951 602 pages 6” x 9” 


TEXTILE FABRICS AND THEIR 
SELECTION, 3rd Edition (1949) 


by Isabel B. Wingate, New York University School of Retailing 


This third edition has doubled sales because it provides complete, up-to-date 
textile information for students of Home Economics and Retailing. It stresses 
current data on fabric construction, selection and use that relate specifically to 
retail merchandising and consumer needs. New processes are fully discussed. 
Extensive material is given on regular and functional finishing, plastics used 
in supported films and as coatings, laces, glass and ramie fibers, nylon staple 
and crimped fibers, and other processes. Recent discoveries in natural and 
synthetic textiles and research developments on azlon, velon, vinyon, saran, are 
studied. The text is slanted chiefly toward the consumer. Textile Fabrics, 3rd 
Edition, focuses on factors of care, comfort, durability, price, style and versa- 
tility in fabrics. 

Teaching aids feature descriptive examples and charts, bibliographies and 
definitions. There is a Supplementtry Textile Workbook. 


Illustrations, Charts 640 pp. 554” x 334” 
In the Prentice-Hall Retailing Series 


Send for your copies today! 
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Your own research will show you . 
why IBM Service Bureaus are best 


Il. Over 100 Bureaus—a great convenience and 
timesaver for firms not near the 3 or 4 largest ’ 
Here's why you can expect Cities and for firms having many branch offices. 
eee nd eee the most 
oan | 2. Long experience in handling almost every 
effective results from conceivable type of statistical and accounting 
any statistical or accounting job... promptly ... effectively. 


ing it over 
3. Personnel with an intimate knowledge of 
to an IBM Service Bureau: methods and machines . . . backed by the 
experience of the entire IBM organization. 


4. Modern, high-speed IBM equipment, includ- 
ing the latest electronic developments. 


For 20 years, IBM Service Bureaus have been headquarters 
for all kinds of statistical and accounting work. No job is 
too small... none too complex... and every job is done in 
the strictest confidence. 


® Questionnaire Analyses 


Consumer Preference © Sales Analyses 


Radio and TV ®@ Payroll Records 
Housing @ Expense Distribution 
Circulation 

Public Opinion ® Personnel Studies 
Buying Power © Production Records 
Membership 

Traffic @ Many Others 


IB M INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N.Y. 
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_A CHECK LIST OF 
IRWIN TEXTS IN 


SELLING-MARKETING-ADVERTISING 


SALES MANAGEMENT: Policies and Procedures 1000 PAGES, PRICE $5.50 
By D. M. Phelps, University of Michigan 
SALESMANSHIP: Principles and Methods 554 PAGES, PRICE $5.00 


By Carlton A. Pederson, Stanford University, and 
Milburn D. Wright, San José State College 


WRITING FOR BUSINESS: Selected Articles on Business Communication 
360 PAGES, PRICE $3.00 
Edited By C. W. Wilkinson, Michigan State College, 
J. H. Menning, University of Alabama, and 
C. R. Anderson, University of Illinois 


MARKETING: Principles and Methods 739 PAGES, PRICE $5.50 
By Charles F. Phillips, President, Bates College, and 
Delbert J. Duncan, University of California 


MARKETING BY MANUFACTURERS—Revised Edition 740 PAGES, PRICE $5.50 is 
Edited By Charles F. Phillips, President, Bates College po 


THEORY IN MARKETING 350 PAGES, PRICE $5.00 ne 
Edited by Reavis Cox, University of Pennsylvania, and ae ¢ 
Wroe Alderson, Alderson & Sessions, Inc. te 


PLANNING THE PRODUCT 300 PAGES, PRICE $4.00 
By D. M. Phelps, University of Michigan 


RETAILING: Principles and Methods—Third Edition 746 PAGES, PRICE $5.50 
By Delbert J. Duncan, University of California, and 
Charles F. Phillips, President, Bates College 


PROCUREMENT: Principles and Cases 756 PAGES, PRICE $5.50 
By Howard T. Lewis, Harvard University pi 


ADVERTISING: Theory and Practice—Third Edition 638 PAGES, PRICE $5.50 * ~ 
By C. H. Sandage, University of Illinois. 


ADVERTISING: Text and Cases 1064 PAGES, PRICE $6.00 
By Neil H. Borden, Graduate School of Business Administratior., Hl 
Harvard University 


THE ECONOMIC EFFECTS OF ADVERTISING 1028 PAGES, PRICE $6.00 Y 
By Neil H. Borden, Graduate School of Business Administration, oe 
Harvard University 


ADVERTISING IN OUR ECONOMY 312 PAGES, PRICE $4.50 9 wii 
By Neil H. Borden, Graduate School of Business Administration, a 
Harvard University 


RICHARD D. IRWIN, INC. 


1818 RIDGE ROAD HOMEWOOD, ILLINOIS 
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Yowly Published: 


PROFITABLE RETAIL ADVERTISING 


By JOSEPH R. ROWEN, National Advertising Manager, W. T. Grant Company; 
and DONALD F. BLANKERTZ, Wharton School of Finance and Commerce, Uni- 
versity of Pennsylvania. 


OFFERS THE STUDENT planning a career in retailing or advertising, a readable, 
practical introduction to the basic problems and procedures of retail advertising and 
promotion. Will acquaint students with the latest methods based on the broad prac- 
tical and theoretical experiences of the authors. Also suitable as a working reference 
for retail managers and others concerned with store advertising and sales promotion. 


MANY ADVERTISEMENTS are reproduced and critically analyzed to illustrate 
sound and unsound retail promotion practices of different concerns. Budgeting, copy- 
writing and design, the related activities of display, selling, and promotion, are cov- 
ered in detail. Provides a realistic guide to the fundamental plans, policies, and pro- 
cedures which underlie successful retail advertising. 


285 pages, 120 illustrations, $4.00 


Recent Publications: 


PUBLIC RELATIONS 


By WILLIAM A. NIELANDER, Chairman, Department of Management and Mar- 


keting, Hofstra College; and RAYMOND W. MILLER, Lecturer, Graduate School 
of Business Administration, Harvard University. 


A textbook which, in down-to-earth manner, 
stresses the individual’s role in public rela- 
tions. It cites such instances as the everyday 
use of a telephone, the writing of letters, do- 
ing business with customers, dealers, suppliers; 
working with fellow employees, etc., as public 
relations in its basic sense. The authors then 
project their subject into the larger business 
and professional field. 


They show the interrelationship between 
public relations, advertising, sales promotion 
and publicity, treating the functions of each 
in detail “(the authors) discuss the little— 
almost minute—items that play a tremendous 
part in building and presenting a standout 
public relations program.”—ROBERT V. 
GEASEY, Director, Office of Public Informa- 
tion, Temple University. 


398 pages, illustrated, $5.00 


SALES PROMOTION 


By ALFRED GROSS and DALE HOUGHTON, New York University 


Describes and analyzes the areas and tech- 
niques of sales promotion. Reflects the view- 
point that sales promotion is necessary on 
three levels: (1) within a company’s own mar- 
keting division; (2) in the liaison between a 
company and its dealers; (3) in the liaison 
between a company and its consumers. 


“well organized, clearly written, gives full cov- 
erage to the subject, and provides satisfactory 
application . . . clearly establishes the place 
and proper relationship of this nebulous func- 
tion, sales promotion, to sales and advertising 
operations.” 

—DANIEL CAUST, Pace College. 


434 pages, 16 illustrations, $5.00 


THE RONALD PRESS COMPANY 


15 East 26th Street 


New York 10, N.Y. 
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‘INFLUENCES ON THE DEVELOPMENT OF 
MARKETING THOUGHT, 1900-1923 


ROBERT BARTELS 
The Ohio State University 


S THE study of marketing approaches 
A the half-century mark, it is both 
interesting and profitable to review its 
development and to observe some of 
the early influences which helped to 
shape its course. 

Such influences were varied and were 
both objective and subjective in nature. 
Evidence of the more objective factors 
is found in the fact that the form and 
content of marketing thought have 
usually reflected the nature of the pre- 
dominant marketing problems. They 
have mirrored also the growing need for 
a body of instructional material for 
academic use. Subjective factors were 
equally influential in the development 
of marketing thought, for in many in- 
stances the attention of early students 
was drawn to marketing mainly because 


of characteristics of their own make-up. 

Between 1902 and 1905, four men, 
simultaneously and independently in 
different parts of the country, so crystal- 
lized their knowledge of marketing that 
they began to teach it. Not only was 
the environment ripe for investigation 
owing to the increasing concern of busi- 
nessmen with distributive activities but 
also men had by then begun to see the 
potential benefits of a research approach 
to the solution of marketing problems. 
Subsequently, as scientifically trained 
minds sifted the known and discoverable 
facts about marketing, writers produced 
a literature useful for both business and 
educational purposes. Thus there de- 
veloped during the years prior to the 
early 1920’s a substantial and rather 
uniform body of marketing thought. 


1 


a 


° 
a 
— 
| 
. 
| 


2 


THE FOURNAL OF MARKETING 


From that starting point have evolved 
broader and more specialized studies of 
marketing. 

This paper is concerned with those 
subjective influences which inspired the 
first students of marketing. A study of 
the initial group of student-writers, ac- 
tive before the middle 1920’s, reveals 
some of the basic influences which have 
promoted and shaped contemporary 
marketing thought. 


Types oF SUBJECTIVE 
INFLUENCES 


The initial interest of pioneering stu- 
dents in the subject of marketing was 
generally the result of three types of 
influences: youthful experiences, aca- 
demic stimulus, and occupational de- 
mands. Youthful experiences planted, 
and academic stimulus cultivated, seeds 
of interest in marketing activity; occu- 
pational demands shaped the growing 
thought until it yielded a harvest of 
writings. 


Youthful Experiences 


Youthful experiences most often in- 
cluded contacts with marketing made 
through family and friends and through 
part-time and after-school clerking and 
selling in retail stores. By such means 
many youths were made aware of prob- 
lems of marketing and were attracted to 
marketing as an interesting field of 
economic activity. 

Youthful experiences did not produce 
immediate marketing thought, but they 
did have a remote influence upon it. 
They furnished food for thought and 
also helped to shape the frames of ref- 
erence through which individuals later 
viewed marketing activity. Thus they 
not only stimulated interest in market- 
ing but also they molded to some extent 
the forms in which inquiry would take 
shape. 


Academic Stimulus 


The second influence upon the devel- 
opment of marketing thought and litera- 
ture was academic in nature, stimulated 
not by first-hand marketing experiences 
of students but by their contacts with 
teachers and textbooks. Youthful ex- 
periences, involving mainly physical per- 
ceptions rather than intellectual concep- 
tions, tended to raise questions rather 
than answer them. It was necessary, 
therefore, that the casual observer be- 
come a student before a science of mar- 
keting could be born. 

Teachers constituted one important 
source of such influence; books, another. 
At first, the influential teachers were 
those in the fields of economics, soci- 
ology, psychology, and the like; market- 
ing teachers later constituted a more 
direct and stronger influence. Through 
books, too, some students discovered 
their interest in marketing. Such in- 
fluences sometimes brought sudden il- 
lumination. In other cases they worked 
more slowly, first providing information, 
next arousing interest and intellectual 
curiosity, and finally stimulating original 
marketing research. 


Occupational Demands 


Professional necessities constituted 
the third, and possibly the most im- 
portant, influence upon the development 
of marketing thought. They usually pro- 
vided the occasion for research and for 
the expression of the thought which was 
developed. 

In order to learn the facts of their 
subject, early teachers of marketing had 
to trace the course of products to the 
market, observe the operation of market- 
ing institutions, and analyze the costs 
incurred by middlemen. They explained 
and interpreted marketing phenomena, 
created concepts, coined phrases, and 
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defined terms. They wrote textbooks and 
articles to provide material for their 
students. They talked to civic and busi- 
ness groups, engaged in professional 
consultation, and pooled their informa- 
tion for mutual benefit. Such demands 
on them had direct bearing upon the 
development of marketing thought and 
literature. 


INFLUENCES UPON EARLIEST 
TEACHERS OF MARKETING 


Four of the earliest contributors to 
marketing thought were Edward D. 
Jones, Simon Litman, George M. Fisk, 
and James E. Hagerty, who, between 
the years of 1902 and 1905, offered 
marketing courses in Michigan, Cali- 
fornia, Illinois, and Ohio, respective- 
ly. Their interest in marketing grew 
mainly out of their occupational environ- 
ment. 

Edward D. Fones. Jones was a product 
of the University of Wisconsin, where he 
taught from 1895 until 1902 and where 
he undoubtedly came into contact with 
the prominent liberal economists of that 
campus. He went to the University of 
Michigan in 1902, at a time when Henry 
C. Adams, head of the economics depart- 
ment at Ann Arbor, was extending the 
field to “more practical activities of 
men.” Both Adams and Fred M. Taylor 
encouraged him to give a course en- 
titled ‘““The Distributive and Regulative 
Industries of the U. S.,”’ described in the 
University Bulletin of 1902 as follows: 
“This course will include a description 
of the various methods of marketing 
goods, of classification, grades, brands 
employed, and of wholesale and retail 
trade. Attention will also be given to 
those private organizations, not con- 
nected with money and banking, which 
guide and control the industrial process, 
such as trade associations, boards of 
trade and chambers of commerce, etc.” 


This was presumably the first marketing 
course taught in this country. Jones 
very soon devoted himself entirely to the 
field of management, and neither Ralph 
Starr Butler nor Hugh E. Agnew, both 
of whom were at Michigan when he 
introduced his course, had direct contact 
with him. Nor did any other subsequent 
marketing writers, so far as is known. 

Simon Litman. Litman studied at the 
School of Political Science, Paris, and 
also in Munich and Zurich before going 
to Berkeley. At the suggestion of Adolph 
C. Miller, chairman of the newly organ- 
ized department of economics, he offered 
at the University of California, begin- 
ning in January 1903, a marketing 
course described in the Bulletin of 1902- 
1903 as follows: “Technique of Trade 
and Commerce: A study of the organiza- 
tion and institutions of commerce; com- 
mercial forms and practices.” Faced 
with the problem of developing content 
for such a course, Litman interviewed 
San Francisco merchants and studied 
outlines of related material in two Ger- 
man books written by Cohn and Grun- 
zel. With these aids he organized the 
course which he presented there from 
1902 until 1908 and which he developed 
thereafter at the University of Illinois, 
where he replaced George M. Fisk. 
Litman continued to teach marketing at 
Illinois until 1921, when the work was 
taken over by Berhrens and, two years 
later, by Paul D. Converse. His writings 
were in the field of international trade. 
He retired in 1946. 

George M. Fisk. In 1903, Fisk intro- 
duced marketing instruction at the Uni- 
versity of Illinois, where he taught five 
years. Shortly after he left Illinois for 
another school, his career was terminated 
by an untimely death. He, too, wrote in 
the field of foreign commerce, his main 
contribution being entitled /nternational 
Commercial Policies. 
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Fames E. Hagerty. The first marketing 
course at The Ohio State University was 
offered by Hagerty in 1905. Originally 
entitled “The Distribution of Prod- 
ucts,” it was renamed in the following 
year “The Distributive and Regulative 
Industries.” Hagerty’s interest in mar- 
keting evidently was first felt about 
1900 when, as a graduate student of 
sociology at the University of Pennsyl- 
vania, he undertook for his dissertation 
a study of mercantile institutions. He, 
too, had studied at the University of 
Wisconsin, as well as elsewhere at home 
and abroad, but his early investigation 
of marketing occurred in Philadelphia. 
By questionnaire and interview, he in- 
terrogated merchants concerning their 
practices, and familiarized himself with 
the scant writings on the subject then 
appearing. They consisted mainly of 
articles in trade journals, filed at The 
Philadelphia Commercial Museum. After 
1901, when he went to Columbus, his 
thinking was shaped also by such books 
as Credits and Collections, edited by T. 
J. Zimmerman (1902); The History of 
the Standard Oil Company, by Ida M. 
Tarbell (1904); and reports of the Bureau 
of Corporations and of the Industrial 
Commission, Volume VI of which he 
used as a text for the marketing course 
which he introduced in the spring of 
1905. Hagerty continued to develop the 
subject of marketing for many years and 
retained an interest in it until his retire- 
ment in 1940. 


CENTERS OF INFLUENCE UPON 
MARKETING THOUGHT 


Although the first marketing courses 
were offered at the four above-men- 
tioned schools, the principal contribu- 
tions to early marketing thought were 
made elsewhere. The eminent marketing 
writers of the first two decades of this 
century were not the product of instruc- 


tion by those teachers, nor did the more 
marketing-minded students become con- 
nected with those institutions. Interest 
in marketing germinated not so much in 
specific courses in that subject as in 
progressive study of economics. Conse- 
quently, individuals receptive to a career 
in the study of marketing found a 
natural attraction to universities re- 
nowned for their advanced economic 
thought, and the majority of the earliest 
marketing writers were sooner or later 
associated with such schools. Foremost 
among such institutions were the Uni- 
versity of Wisconsin and Harvard Uni- 
versity. 


The Wisconsin Group 


At the turn of the century the Uni- 
versity of Wisconsin was a seat of pro- 
gressive and liberal economic thinking, 
for on her campus were W. A. Scott, 
John R. Commons, Richard T. Ely, 
and H. C. Taylor. It was natural, there- 
fore, that Wisconsin should play a lead- 
ing role in the evolution of marketing 
thought. To her campus were attracted 
such pioneer students of marketing as 
Jones, Hagerty, Hibbard, Macklin, 
Nystrom, Butler, Converse, Comish, and 
Vaughan. Since the residence of some of 
these men at Madison overlapped, they 
were a stimulating influence upon one 
another. 

Benjamin H. Hibbard. The impulsion 
to study marketing came to Hibbard 
gradually, almost accidentally, growing 
for the most part out of conditions of his 
work. While living in northern Iowa, he 
had noticed for years that farmers sold 
their produce at a very low figure, where- 
as the same products were resold later 
at a much augmented price. In 1902, 
therefore, when he began teaching at 
Iowa State College in a small depart- 
ment of agricultural economics which 
aspired to do some research work but 
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which had no funds for such activity, he 
undertook a modest study of grain 
marketing, the novelty of which gained 
for him attention out of proportion to 
his findings. - 

A few years later, in 1913, Hibbard 
was invited to the University of Wiscon- 
sin to take charge of marketing studies 
and research. There he gave what was 
probably the first organized course in 
cooperative marketing of agricultural 
products, and he wrote a number of 
bulletins, particularly on the subject of 
marketing dairy products. In 1921, he 
published the book, Marketing Agricul- 
tural Products, for which he is perhaps 
best known as a marketing writer. 

Theodore Macklin. During the latter 
years of Hibbard’s teaching at Iowa 
State College, Macklin, a student there, 
became interested in marketing. Im- 


- mediately following his graduation in 


1911, and while serving as a lecturer at 
the college, he assisted P. G. Holden, 
Director of Extension, in work which 
took him on observation trips through- 
out the state. Like Hibbard, Macklin 
was strongly impressed with the fact 
that while farmers did a fine job of 
producing, they did not perform the 
marketing task with equal effectiveness. 
His conviction that he should learn 
more about marketing led him in 1913 
to the University of Wisconsin, where 
he studied the subject and received his 
Ph.D. in 1917. Macklin’s selection of 
Wisconsin may have been influenced by 
Hibbard’s transfer there in the same 
year. 

Before completing his doctoral re- 
quirements, Macklin observed, studied, 
and taught agricultural marketing at 
Kansas State Agricultural College (1915- 
1916, 1918-1919). He became associated 
in 1919 with the University of Wisconsin 
in a professorship which continued until 
1930, when he departed for California 


to become Chief of the State’s Division 
of Markets. During the early years after 
his return to Wisconsin he wrote his 
principal contribution to marketing 
literature, a book entitled Efficient Mar- 
keting for Agriculture, published in 1921. 

Paul H. Nystrom. The Wisconsin 
terms of Nystrom, Hibbard, and Mack- 
lin overlapped by one year. Nystrom 
left Madison for Minnesota in I914. 
During his stay at Wisconsin, he was 
instrumental in advancing marketing as 
a subject of economics; Hibbard was 
teaching the subject in the agricultural 
division of the University. 

The marketing interests of Nystrom 
apparently were a by-product of other 
academic pursuits. His interest in the 
subject appeared relatively late in his 
scholastic development, arising out of 
his earlier experiences as a worker on 
farms and in retail stores until 1897, as 
a teacher and ‘principal in Wisconsin 
schools until 1908, and as special in- 
vestigator for the Wisconsin Tax Com- 
mission during the summers of 1906, 
1907, and 1908. Contrary to common 
procedure, it was after most of those 
varied activities that he proceeded to 
take his college training, receiving his 
Ph.B. in 1909, M.Ph. in 1910, and 
Ph.D. in 1914, all from Wisconsin. Dur- 
ing that period of study he was also 
employed in the extension division of the 
University. 

Nystrom’s principal interest during 
those years was in economics, particu- 
larly in taxation. His interest in market- 
ing reputedly grew partly from a study 
of taxation of retail establishments. In 
1913, while yet an Assistant Professor of 
Political Economy at the University of 
Wisconsin, he published a book entitled 
Retail Selling and Store Management. 
The manuscript had been in circulation 
in mimeographed form as early as I911, 
when it was used by extension classes of 
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the University. He completed his gradu- 
ate studies in 1914, and his doctoral 
dissertation was published the following 
year as his second book, Economics of 
Retailing. 

After teaching for one year at the 
University of Minnesota, Nystrom in- 
terrupted his academic career with 
several years in business practice. From 
1921-1927, he was director of the Retail 
Research Association and the Associated 
Merchandising Corporation. His writ- 
ings were likewise interrupted, and not 
until after his return to teaching did he, 
in 1928, publish The Economics of 
Fashion. The contents of this book were 
drawn in large measure from his prac- 
tical experience. Upon returning to 
teaching, he offered a course in the 
economics of consumption, and that too 
found ultimate expression in The Eco- 
nomics of Consumption, published in 
1929. 

Ralph Starr Butler. Butler joined the 
staff of the University of Wisconsin in 
1910 as an Assistant Professor of Busi- 
ness Administration, with responsibility 
for developing correspondence study 
courses in business for the University 
Extension Division. He went there fresh 
from a stimulating experience in Cin- 
cinnati as assistant to the Eastern Sales 
Manager of the Procter & Gamble Com- 
pany, his first work in the field of mar- 
keting. He had been impressed with the 
fact that a manufacturer seeking to 
market a product had to consider and 
solve a large number of problems before 
he ever gave expression to the selling 
idea through salesmen or advertising. 
This recollection was vividly with him 
when he went to Wisconsin with re- 
sponsibility for preparing the cor- 
respondence course. 

When Butler arrived at Wisconsin, 
the curriculum included mostly courses 
which dealt with such specific business 


activities as bookkeeping, retail sales- 
manship, advertising, commercial law, 
courses which had prior to that time 
also been taught in other schools and 
colleges. Upon surveying the meager 
literature of business then available, 
he was astonished to find that none of 
it dealt with the broader considerations 
which lie behind the final expression of 
the sales idea. Since the subject had 
never been treated by any writer, he 
decided to prepare a correspondence 
course covering those marketing func- 
tions a manufacturer must perform be- 
fore making actual use of salesmen and 
advertising. 

After experiencing considerable dif- 
ficulty in finding a name for this field 
of business activity, Butler finally - 
cided upon “Marketing Methods.” 
course consisting of six printed he 
phlets was published under that title 
by the University in the fall of 1910. The 
following year, Butler revised the same 
material for publication by the Alex- 
ander Hamilton Institute under the 
title Selling and Buying, as part of the 
14th Volume of its first series of text- 
books. The title was changed to Mar- 
keting after a year or two, with further 
revision of the material. The only such 
book on the subject, it was widely used 
in schools and colleges for several years. 

In 1911 also, Butler expanded the 
material and offered his course to resi- 
dent students of commerce at the Uni- 
versity. Although courses of similar con- 
tent were then offered elsewhere, it is 
possible that Butler’s was the first to 
use the title of “Marketing,” even as his 
text was the first to appear with that 
term in the title. He later wrote some 
articles on marketing subjects, but his 
major contributions to the field have 
perhaps been made in his practice of 
marketing, during his many years as a 
distinguished business executive. 
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Newel H. Comish and Floyd L. 
V aughan. Newell H. Comish was another 
marketing writer who also came under 
the Wisconsin influence. He took his 
Master’s degree at Madison in 1915 and 
his Ph.D. in 1929. His work brought him 
into contact with Hibbard and Macklin, 
both of whom contributed to his train- 
ing in the field. Very likely the influences 
of that environment, as well as of his 
own direct farm experience induced 
Comish later to write The Cooperative 
Marketing of Agricultural Products, pub- 
lished in 1929. 

Floyd L. Vaughan was another early 
student of marketing at the University 
of Wisconsin where he received his 
Ph.D. in 1923. Before that time he had 
had considerable teaching experience and 
had worked with the Federal Trade 
Commision. In 1920, with W. H. S. 
Stevens, he wrote on country grain mar- 
keting for The Grain Trade, Vol. 1. Fol- 
lowing his work at Wisconsin, he pub- 
lished Marketing and Advertising in 1928. 


Contribution of the Wisconsin Group 


Thus the men who studied, taught, 
and wrote of marketing at the Univer- 
sity of Wisconsin were responsible for 
taking several of the initial steps in the 
establishment of marketing science. At- 
tracted from different sections of the 
country and from both academic and 
practical pursuits, nurtured by the pro- 
gressive atmosphere of the campus to 
which they gravitated, and mutually 

stimulated by their associations with one 
another, they are credited with several 
innovations. They crystallized the con- 
ception of this field of activity as market- 
ing and were perhaps the first to use this 
term in the title of a course or book on 
the subject. They are credited with 
offering the first course in cooperative 
marketing of agricultural products, with 
spreading the knowledge of marketing 


through university extension corres- 
pondence and resident courses, and with 
the promotion of research in institutional 
as well as agricultural marketing. From 
that university, therefore, emanated dur- 
ing the early years of the century a 
strong influence upon the development 
of marketing thought and literature. 


The Harvard Group 


Another center of influence in the de- 
velopment of early marketing thought 
was at Cambridge, with Harvard Uni- 
versity’s Graduate School of Business 
Administration and its Department of 
Economics. The marketing contribution 
there has been distinguished and unique. 
In addition to producing much of its 
own marketing talent, Harvard has 
played a generous part in the intellec- 
tual development of other students 
whose residence there has been only 
temporary. Among the earlier contribu- 
tors to marketing thought and literature 
who have either taught or studied at 
Harvard are the following: Cherington, 
Shaw, Copeland, Tosdal, Weidler, May- 
nard, McNair, Borden and Vaile. 

Paul T. Cherington. An example of 
the nature and importance of personal 
influence is found in the case of Chering- 
ton, whose interest in marketing was 
stimulated in part by his association 
with James E. Hagerty. The contact 
was made at the University of Pennsyl- 
vania, where Cherington was a student 
and Hagerty, while teaching, was as- 
sembling the material on marketing 
channels and institutions which consti- 
tuted his Ph.D. dissertation in sociology. 
Cherington probably had commercial 
interests prior to his meeting with Hag- 
erty, but it is understood that he ac- 
knowledged that personal contact and 
influence to be instrumental in molding 
his thought and interest in marketing. 

Cherington received his B.S. in 1902 
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and, while carrying on graduate studies 
for which he received his A.M. in 1908, 
served also as Editor of Publications of 
The Philadelphia Commercial Museum. 
Upon leaving Philadelphia in that year, 
he went to Harvard University, where he 
taught marketing through 1935. For a 
number of years after that he devoted his 
efforts entirely to professional marketing 
research. As an early marketing writer, 
he is best known for Advertising as a 
Business Force, published in 1912, and 
for The Elements of Marketing, published 
in 1920. 

A.W. Shaw. Shaw contributed to and 
partook of the Harvard influence when, 
about 1910, he went to Cambridge to 
help reorganize the new Graduate School 
of Business Administration. While there, 
he also lectured on business policy. He 
wrote “Some Problems in Market Dis- 
tribution” for the Quarterly Fournal of 
Economics in 1912, the year of publica- 
tion of the advertising book by Chering- 
ton, with whom he had close contact. 
His book, 4n Approach to Business 
Problems, was published in 1916. 

Shaw’s interest in marketing evidently 
developed after he had made notable 
contributions to general business prac- 
tice. From the early 1900’s, while in 
business with L. D. Walker, manufactur- 
ing office equipment, he widely observed 
business procedures as a means of devis- 
ing improved systems and methods. 
Everywhere the uniformity of business 
needs and functions impressed him more 
forcibly than the diversity of circum- 
stances in which the basic practices were 
found. He devoted himself, therefore, 
particularly through his magazine called 
System, to advancing the interchange of 
ideas among businessmen, who, he felt, 
were retarding business progress by the 
narrow isolation of their individual inter- 
ests and experiences. This effort to em- 
phasize the order and uniformity of 


business also colored his later writings 
on marketing. 

When he was at Harvard, other fac- 
tors contributed to his thinking which 
resulted in the above-mentioned article 
entitled “Some Problems in Market 
Distribution.” Having become more con- 
scious of marketing activity, he was 
aware of the need for a name to identify 
the distributive activity, as Butler also 
had been. A German professor had made 
him aware of the fact that a science must 
have a concept. While seeking the con- 
cept for the unformulated and unde- 
scribed activity in which he was inter- 
ested, his thinking was further influenced 
by an awareness of the constant change 
which pervades all things, an idea which 
he gained from a lecture on the religion 
of pure experience. Thus he began to 
conceive marketing as the process of 
“matter in motion” and to discern there- 
in the uniformity and order which he 
had found in other business practice. — 

At that same time he was influenced 
also by Dean Gay, whose lectures em- 
phasizing the merchant in the economic 
history of England challenged Shaw to 
trace the activity of trade and its func- 
tions. At Gay’s suggestion, Shaw later 
lectured to the former’s class on what 
he had found out about the functions of 
the British merchant. The substance of 
the lecture became the content of the 
article published in the Quarterly Fournal 
of Economics. 

Melvin T. Copeland. The weight of 
personal influence is clearly evident in 
the marketing career of Copeland, both 
as regards the factors which led him to 
become a specialist in knowledge of the 
cotton industry and those which stimu- 
lated his contribution to marketing 
literature in the form of a problems book. 

His interest in the cotton industry was 
an outgrowth of a study made in 1906 
as a graduate student in economics under 
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the direction of Professor F. W. Taussig. 
The usual library research and field 
investigation familiarized him with the 
industry and its marketing activities. 
During the next six years, he taught 
economic history and economic resources 
of Europe at Harvard, spent a year 
abroad as a Traveling Fellow giving 
particular attention to cotton manu- 
facturing, and returned to teach for two 
years at New York University. In 1912, 
the year of publication of his Cotton 
Manufacturing Industry of The United 
States, he returned to Harvard to the 
Graduate School of Business Adminis- 
tration with a specific assignment to 
start a course known as “Commercial 
Organization.” Two years later the name 
of the course was changed to “Market- 
ing.” 

Upon his return to Cambridge, his 
development was further influenced by 
his contact with Dean Gay, who, ac- 
cording to Copeland, had brought to the 
Graduate School the idea of teaching by 
“cases” and who required that instruc- 
tion, insofar as possible, should be by 
discussion of problems rather than by 
lecturing. Copeland started to teach by 
this method in 1912. The following sum- 
mer, as field agent of the newly estab- 
lished Bureau of Business Research, he 
gathered figures on the cost of doing busi- 
ness in retail shoe stores. The next year 


he was put in charge of a similar study of 


the retail grocery trade. In 1916 he was 
appointed Director of the Bureau of 
Business Research, in charge of the 
studies of operating expenses in various 
retail and wholesale trades. Thus, 
throughout the early years of his teach- 
ing career Copeland was not only in- 
doctrinated with the method of teaching 
from problems, but also by his experi- 
ence prepared himself for the develop- 
ment and presentation of courses in that 
manner. 


In 1919, when Wallace B. Donham 
became Dean of the Graduate School of 
Business Administration and when Cope- 
land returned to teaching from his war- 
time service, one of Dean Donham’s 
first requests was that he undertake the 
preparation of a problems book. This 
resulted in the publication of the first 
edition of Copeland’s Problems in Mar- 
keting, published in 1920. In that same 
year, again at Dean Donham’s request, 
the Bureau of Business Research under- 
took to organize a collection of problems 
for other courses. Copeland’s continued 
research and contacts with business led 
ultimately to the publication in 1924 of 
his Principles of Merchandising. 

Harry R. Tosdal. Tosdal, like a num- 
ber of other marketing writers, entered 
the field by way of the department of 
economics. Upon completion of his doc- 
torate in 1915 at Harvard University, 
he taught economics at Massachusetts 
Institute of Technology (1915-1916), at 
Boston University (1916-1920), and at 
Harvard, as a lecturer on economics, 
from 1918-1920. In 1920, he became 
affiliated with the Graduate School of 
Business Administration on a full-time 
basis as an Associate Professor of Mar- 
keting and Director of Student Research. 
The following year, he published Prod- 
lems in Sales Management. 

Malcolm P. McNair. McNair was one 
of the men whose training and experi- 
ence were both gained at Harvard. He 
received two degrees there and has 
taught there since 1917. For the first 
three years, however, he instructed in 
government and English. In 1920, like 
Tosdal, he began to teach marketing. 
Five years later he published Retai/ 
Method of Inventory and, in 1926, Prob- 
lems in Retailing. 

Neil H. Borden. The thinking of Bor- 
den concerning marketing as well as the 
character of some of his contributions 
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to the field have been in some measure 
the product of his associations as a 
student and member of the staff at the 
Harvard Graduate School of Business 
Administration. Going there from the 
University of Colorado, where in 1919 
he received his A.B. degree, he was 
exposed to the case method of teaching 
which Copeland and others had been 
developing for several years. Thus not 
only the substance of his marketing 
thought but his convictions as to the 
method by which the subject should be 
taught were firmly molded by the guid- 
ing influence of his associates. 

Following the completion of his 
M.B.A. work in 1922, he served as a 
case collector in the Harvard Bureau of 
Business Research. The following year 
he taught marketing under Professor 
Copeland, from the latter’s newly pub- 
lished Problems in Marketing. He also 
assisted Daniel Starch in the latter’s 
advertising course. Starch’s interest in 
advertising came from his training as a 
psychologist, and, although he made 
some use of problems, his teaching meth- 
od differed from that being developed 
at Harvard. When Starch left the school, 
Borden was put in charge of the adver- 
tising course and immediately put it on a 
problems basis. Out of that effort came 
his original edition of Problems in Ad- 
vertising, published in 1927. 


Contribution of the Harvard Group 


In contrast to the University of Wis- 
consin, which early marketing writers 
left after their student days to teach 
elsewhere, the Harvard Graduate School 
retained on its teaching staff a large 
proportion of the early writers who 
studied there. Members of the Harvard 
staff were participants in the early de- 
velopment of principles of marketing, 
but their principal contribution through- 
out the years has been the compilation 


of marketing problems, both general and 
specialized. 


The Middle Western Group 


Notwithstanding the fact that the 
earliest marketing courses were offered 
mainly in the Middle West, the uni- 
versities of that area, with the exception 
of Wisconsin, did not make major con- 
tributions to marketing thought and 
literature during the early years. That 
seeming paradox may have resulted, 
not from the character of the marketing 
taught but from the nature of the offer- 
ings in economics. While these institu- 
tions had some notable economists on 
their faculties, none of them had such 
an aggregation of prominent economists 
as there were at Wisconsin and Harvard. 
Nevertheless, as interest in marketing 
grew, valuable contributions to the grow- 
ing body of marketing thought were 
made by men working and teaching in 
Minnesota, Michigan, Illinois, and Ohio. 
Among the men of that group were Weld, 
Clark, Ivey, C. S. Duncan, Converse, 
Weidler, Maynard, and Beckman. 

L. D. H. Weld. Weld was another early 
writer whose interest in marketing grew 
out of the demands of his working en- 
vironment. Going to the University of 
Minnesota in 1912, he spent one year 
in the Economics Department before 
moving to the College of Agriculture, 
which was eager to develop knowledge 
of how Minnesota products were mar- 
keted. Farmers were particularly inter- 
ested in the practice of cooperative mar- 
keting. Accordingly, Weld spent much 
of his time in finding out what became 
of products after they left the farms. 
He also taught one course in agricultural 


marketing. It is possible that the word , 


“marketing” in the title was the first 


such use of the term in connection with 
a course on the marketing of farm prod- 
ucts, notwithstanding the fact that Tay- 


ie: 


eer 
4 
( 
¢ 
7. 
| 
: 
| 
7 


12 


THE FOURNAL OF MARKETING 


lor and Hibbard were simultaneously 
covering similar ground in their course in 
farm management at Wisconsin. 

Since there was practically no litera- 
ture on the subject when Weld began to 
teach marketing in the fall of 1913, he 
had to develop his knowledge of it largely 
by his own resourcefulness. He studied 
at first hand the movement of grain 
through the Minneapolis Chamber of 
Commerce, and the use of future trad- 
ing. His findings were reported to the 
Bureau of Markets of the U. S. Depart- 
ment of Agriculture, but were not pub- 
lished, reputedly because they put fu- 
ture trading-and its economic functions 
in too favorable a light. Furthermore, 
he was called before a Minnesota legis- 
lative investigating committee which 
tried to prove that he had been in- 
structed by the trustees of the Univer- 
sity to teach his dangerous doctrines 
about the efficiency of grain marketing 
through the Minneapolis Chamber of 
Commerce and about the beneficial func- 
tions of future trading. 

In gathering information on marketing 
processes, Weld actually accompanied 
shipments of butter and eggs to the 
market in order to trace their course 
through the wholesalers, jobbers, and 
retailers in New York, Chicago, and 
other cities. He also studied pricing 
methods, commodity exchanges, auction 
markets, and the cooperative shipping 
associations of Minnesota. 

The results of his investigations were 
twofold. First, he increased his knowl- 
edge of marketing for teaching purposes; 
second, he developed in his own mind 
some fundamental principles about mar- 
keting. After two years of this activity, 
he finished writing in 1915 The Market- 
ing of Farm Products, which was pub- 
lished the following year, after Weld had 
gone to Yale. He remained at the Shef- 
field Scientific School for the two more 


years that he continued in the teaching 
profession. During his tenure there he 
continued in marketing research, with 
his interests mainly in the field of manu- 
factured goods. 

Another significant event of those 
years was perhaps the first associative 
effort among men interested in teaching 
marketing. In 1914, Weld had an op- 
portunity to read before the American 
Economic Association a paper on ““Mar- 
ket Distribution,” thus making the first 
scientific presentation of the subject of 
marketing before that group. Four years 
later, at a meeting of the same Associa- 
tion in Richmond, Weld assembled five 
or six men who were interested in mar- 
keting for a discussion of their work. 
That small group, meeting annually and 
growing fairly rapidly, was the nucleus 
out of which later developed the Nation- 
al Association of Teachers of Marketing. 

Fred E. Clark. A variety of factors con- 
tributed to the interest which Clark 
found in marketing. As a young man he 
sold house-to-house such commodities 
as Rand McNally Atlases, Wearever 
Aluminum Ware, and ironing boards. 
His first intellectual contact with mar- 
keting, however, was made during his 
graduate study, and the major influences 
upon his writing occurred after he had 
begun to teach. 

Reared on a farm and schooled at 
Albion College, Clark went for graduate 
training in economics to the University 
of Illinois, where he was influenced by 
David Kinley, head of the Department 
of Economics and of the School of Com- 
merce, to the end that his interests in 
practical economics and private business 
were enlarged. For his Master’s thesis he 
chose a marketing subject, “The Co- 
operative Grain Elevator Movement in 
Illinois.” Like all early students of mar- 
keting, he was much influenced by the 
works of such pioneers as Weld, Nys- 
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trom, Butler, Shaw, and Samuel E. 
Sparling of the University of Wisconsin. 

From 1914 to Ig1g, following his 
academic training, Clark had a succes- 
sion of one-year teaching appointments, 
the demands of which evidently caused 
him to shift his major interest from eco- 
nomics to marketing. By 1918 he had 
prepared in mimeographed form the first 
draft of his text, Principles of Marketing, 
which was used that year at the Univer- 
sity of Michigan, where he was teaching. 
Henry C. Adams, head of the Economics 
Department there, gave him strong en- 
couragement to write, as did Dean Heil- 
man at Northwestern University, to 
which Clark moved in 1919. The book 
finally was published in 1922, after the 
first draft had been used as a text at 
Michigan, Minnesota, and Northwestern. 

Paul W. Ivey. \vey’s professional path 
closely paralleled that of Clark. Having 
taken his A.B. at Lawrence College, he 
did his Master’s work concurrently with 
Clark at the University of Illinois. Each 
earned his degree there in 1913. Ivey, 
too, had a succession of teaching assign- 
ments which took him consecutively to 
Dakota Wesleyan, to the Universities 
of Michigan, Iowa, and Nebraska, and, 
in 1923, to Northwestern University, 
where by that time Clark had been for 
four years. After some years, he went to 
teach at the University of Southern 
California. 

During his years of teaching, Ivey, 
like Clark, was evidently distilling from 
his experiences and business contacts the 
essence which he presented in his book, 
Principles of Marketing, published in 
1921. The influences of his subsequent 
years evoked from him a series of publi- 
cations specially related to the field of re- 
tail salesmanship. 

Paul D. Converse. The marketing in- 
terests and viewpoint of Converse were 
shaped significantly during his youth 


and college years by intellectual influ- 
ences both parental and academic, which 
gave him a social consciousness as well 
as a high regard for practicality. In his 
father, a well-educated Presbyterian 
minister with interests in social reform, 
Converse saw, sometimes by contrast, 
the importance of practical applicability 
of theory. From his economics teachers, 
trained at Wisconsin, he gained a healthy 
respect for private property, profit, and 
individual initiative. From experience 
as an examiner for the Federal Trade 
Commission, he gained convictions of 
the soundness of “progressive” liberal- 
ism, the partiality of pressure groups, 
and the basic soundness of individual 
self-interests in the private enterprise 
system. 

His first course in marketing was taken 
during a brief enrollment at the Uni- 
versity of Wisconsin in 1915, where he 
studied under Ralph Starr Butler the 
material which appeared in the latter’s 
book, Marketing. There he received the 
benefit of Butler’s practical experience, 
a viewpoint which was valuable to him 
when, following three years of teaching 
at Washington and Lee, his Alma Mater, 
he began to teach marketing in Ig15 at 
the University of Pittsburgh, a school 
characterized by a strong vocational 
emphasis. Because no general marketing 
textbooks were available, Converse had 
his students read Nystrom’s Economics 
of Retailing. All of these influences led 
him to use mainly the middleman or 
institutional approach in his first book, 
Marketing Methods and Policies, pub- 
lished in 1921 while he was still teaching 
at Pittsburgh. 

Moving to the University of Illinois 
in 1924, where the marketing work had 
been developed by Litman and Behrens, 
Converse came under two other influ- 
ences of location. In that area he saw 
more clearly the importance of agricul- 
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tural marketing. Away from a large 
metropolitan center, he de-emphasized 
vocational training and gave more at- 
tention to sound training in the funda- 
mentals of marketing. 

Walter C. Weidler. One of the early 
students of James E. Hagerty who made 
a career in marketing, Weidler was en- 
rolled during 1911-1912 in the course 
which Hagerty had started in 1905. As 
a graduate student at The Ohio State 
University, he briefly assisted both 
Hagerty and M. B. Hammond, labor 
economist, of whom he was also a pro- 
tégé. He was faced with the decision as 
to whether he would specialize in mar- 
keting or in labor. On the one hand, he 
was the better acquainted with market- 
ing, having served an apprenticeship dur- 
ing earlier years in a wholesale dry goods 
company. He also had friends and rela- 
tives engaged in distribution. On the 
other hand, his intellectual interests 
seemed to lie in broader economic prob- 
lems. 

Continuing doctoral work at Harvard 
University, Weidler elected to take a 
course in marketing and applied for, but 
did not gain admission to, the section 
taught by Cherington. While taking the 
course with another professor, he also 
audited a labor course in the event that 
he should later wish to continue in that 
field. Upon his return to Ohio, however, 
the way opened for him to specialize 
in marketing rather than in labor, and 
ultimately he became co-author of a 
text entitled Principles of Marketing. 

C. S. Duncan. The entrance of Duncan 
into the marketing field illustrates the 
influence of intellectual curiosity in en- 
couraging, and the impotence of other 
occupational demands in preventing, the 
development of a genuine interest in a 
subject. His attention had first been 
drawn to marketing activity in the early 
1890’s while he was clerking in a general 


merchandise store in a small town. His 
many questions concerning marketing 
went mainly unanswered until, while 
teaching English at The Ohio State 
University and after reading a stimulat- 
ing book by J. D. Whelpley entitled 
Trade of the World, he enrolled in a 
summer course in marketing being 
taught at the University of Chicago by 
a visiting professor, Paul Cherington. 
Duncan was on leave at the time to 
complete his doctoral requirements. That 
course, according to Duncan, had 
marked influence upon what he later 
thought and wrote on the subject, and 
showed him the possibilities of study in 
this field with which he had been so 
dimly acquainted and about which he 
had much curiosity. Following that 
course with Cherington, Duncan re- 
mained at Chicago for several years 
teaching marketing. His books, Com- 
mercial Research and Marketing—lIts 
Problems and Methods, were published in 
1919 and 1920, respectively. 

Harold H. Maynard. Like others whose 
predilection for marketing did not appear 
during their undergraduate years, May- 
nard became interested in marketing 
gradually, and evidently through fortui- 
tous circumstances. As an undergraduate 
at Iowa State Teachers College, he was 
interested mainly in political science 
and collegiate debating. As a graduate 
student at the University of Iowa from 
1914 to 1916, he became interested in 
economics and economic history. For 
his Master’s thesis he studied credit 
unions, under the direction of Harvard- 
trained Eliot Jones. Marketing was not 
then taught at Iowa but, through his 
work in economic history, Maynard be- 
came familiar with the names and activi- 
ties of prominent business leaders and 
developed receptivity to an interest in 
marketing. 

Behind those intellectual influences 
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and in line with his interest in debating, 
were other experiences which contributed 
to this receptivity. At an early age he 
had done house-to-house and farm-to- 
farm selling. During summers of his 
college years he had been business man- 
ager of a traveling Chautauqua unit and 
thus had not only excellent selling ex- 
perience but also repeated opportunities 
to hear a lecture on the problems of 
small town merchants faced with grow- 
ing chain store competition. 

In 1916, Maynard enrolled in the 
marketing course offered at Harvard by 
M. T. Copeland and studied in mimeo- 
graphed form some of the material 
which Copeland published in 1920 under 
the title, Problems in Marketing. There, 
too, he came under the tutelage of Cher- 
ington, who replaced Copeland for the 
last sixty days of the term when the 
latter was called to Washington in con- 
nection with war work. The influence 
of contact with those two men was great 
enough to lead Maynard into the teach- 
ing of marketing after the war. 

Following the war, he taught for one 
year at Vanderbilt University and for 
three years at Washington State College, 
before going to Ohio State in 1923 to 
initiate a course in Introduction to Busi- 
ness. Constantly he availed himself of 
opportunities to learn of marketing, writ- 
ing a dissertation on “Marketing North- 
western Apples” while teaching retailing 
at Washington State College, and work- 
ing in the established course in Market- 
ing Problems at Ohio State. Having met 
Weidler at Harvard and having been 
brought to Columbus by his invitation, 
Maynard collaborated with him and T. 
N. Beckman in preparing Principles of 
Marketing, published in 1927. 

Theodore N. Beckman. Beckman’s dis- 
covery and pursuit of marketing inter- 
est was largely the result of an intellec- 
tual challenge. While awaiting accept- 


ance of his application for admission to a 
diplomatic school with the idea of pursu- 
ing a career in the consular service, 
Beckman found interest in economics 
and business subjects at The Ohio State 
University, where he was doing under- 
graduate work during the years prior 
to 1920. Hagerty’s marketing course 
and the writings by Weld and Chering- 
ton helped him to see opportunities for 
expanding the knowledge of marketing 
and for correcting misconceptions there- 
in. He renounced his diplomatic aspira- 
tions and began his career in marketing. 

The inclination of his special market- 
ing interests toward credit and whole- 
saling was the result of influences in his 
university environment. While teaching 
a general marketing course, and upon 
encouragement by Hagerty, who was 
also interested in the subject of credit, 
Beckman taught a short course in 
credit administration for the Colum- 


bus chapter of the Institute on Credit’ 


of the National Association of Credit 
Men. In preparing for this, he spent 
much time in credit offices of Columbus 
business concerns talking with credit 
managers. When the course was offered 
at the University in 1922, the inadequacy 
and incompleteness of the available 
literature and readings impelled the writ- 
ing of his textbook, Credits and Collec- 
tions in Theory and Practice, published 
in 1924. That book was accepted in 
fulfillment of the requirement for his 
doctoral dissertation, although for that 
purpose he had for a considerable period 
been making a special study of whole- 
saling. Encouragement in the wholesal- 
ing study was given by C. S. Duncan, 
when others saw little or no profit in 
such an endeavor, and it too was ulti- 
mately published in book form. 


Contribution of the Middle Western Group 
The literary contributions of early 
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Middle Western teachers of marketing 
appeared within the space of a few years 
around 1920 like the second of a succes- 
sion of waves, the first of which had 
broken eight to ten years earlier in the 
writings of Butler, Cherington, Shaw, 
and Nystrom. During the decade from 
IgI0 to 1920 the early explorative con- 
cepts of marketing were refined, estab- 
lished, and augmented, and the study 
attained an integration which effectually 
terminated the pioneeer stage of the 
development of marketing thought. 
Whereas at the beginning of the decade 
the field of study was delineated by the 
new concept and term “marketing,” by 
the end of the decade the principles of 
marketing were being widely postulated. 
Students at the beginning of the cen- 
tury explored the marketing practices 
of businesses in general. Those who de- 
veloped the subject ten years later, par- 
ticularly at Wisconsin, specialized in the 
commodity analysis of marketing. Those 
whose contributions appeared following 
the first World War concentrated pri- 
marily on the functional aspects of mar- 
keting. Thus the Middle Western group 
of writers contributed mainly an inte- 
gration to the study of marketing, em- 
phasizing functions and principles and 
treating the subject with a form and 
fullness which has since characterized 
the central body of marketing literature. 


The New York Group 


Although neither Columbia nor New 
York University made prominent contri- 
butions to marketing literature during 
the early years, they are deserving of 
mention in this review of influences. 
About 1920, toward the end of the period 
with which we are presently concerned, 
Hugh Agnew, whose teaching experi- 
ence extended back a number of years 
and who was to become perhaps the 
first of the leading contributors to mar- 


keting thought in that area during the 
later years went to New York Univer- 
sity. Nystrom and R. S. Alexander also 
began teaching in the New York area 
during the decade of the 1920’s. They 
and others in that area who have been 
associated with marketing are distin- 
guished primarily by their contributions 
to marketing thought developed from 
the institutional approach. 

Hugh E. Agnew. Employment factors 
were instrumental in shaping the think- 
ing and writing of Agnew, giving em- 
phasis to advertising and journalism. He 
had done typesetting on the campus 
paper at Hillsdale (Michigan) College, 
which he attended from 1893 to 1896. 
With this and other college publication 
experiences behind him, upon graduation 
from the University of Michigan i in 1902 
he bought a country newspaper. Suc- 
cessful direct mail advertising stimu- 
lated his interest in that means of selling 
and gave him a glimpse of what could be 
done with it. 

In 1912, he took over the management 
of a newspaper business in Canton, 
Illinois. There he wrote several articles 
on advertising, and controversies incited 
by them led him to write more. In 1913, 
he joined the faculty of the University 
of Washington for a short period. He 
then went into the advertising business 
until 1920, in which year he accepted 
simultaneously a professorship at New 
York University and an editorial posi- 
tion on Printers’ Ink. 


SUMMARY AND CONCLUSIONS 


‘At the end of the first half-century of 
study of marketing, a review of its 
progress and status reveals certain sig- 
nificant facts: 


1. That the study was originally an out- 
growth or extension of the field of 
economics rather than an inductive 
theorization of business experience, 
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2. That inductive research into business 
activity developed early and furnished 
the substantial basis for a marketing 
science, 

3. That students of the subject were 
drawn from academic and business 
fields alike and were motivated by a 
variety of subjective as well as objec- 
tive influences, 

4. That the structural outlines of the 
study were fairly well crystallized by 
1920 when the principles of marketing 
were the subject of many writings, 

5. That the majority of the principal 
contributors to marketing thought 
during the first two decades of this 
century have continued to be prominent 
in the ranks of marketing scientists, 
and 

6. That the early analysis and statement 
of marketing have remained sound 
and tenable and for the most part have 
been only refined and elaborated by 
subsequent writings. 


Drawn from diverse academic and 
business experiences and working in a 
variety of places, the early contributors 
to marketing thought nevertheless con- 
stituted a homogeneous group, unified 
by their common interest and by the 
influence which they had upon one an- 
other. There were fewer than a dozen 
university centers at which, during the 
period of 1902-1920, the early contribu- 
tors to marketing thought were found, 
and still fewer to which the majority of 
them were attracted for study and re- 
search. The predominant characteristics 
of the respective institutions inevitably 


influenced the students whom they 
touched, and ideas and attitudes were 
carried throughout the country from 
those centers. 

~The principal stimulus to marketing 
study at first appears to have been an 
environment of progressive economic 
thought, as illustrated by the impetus 
given the study of marketing at Wiscon- 
sin and Harvard. The character of the 
contribution made to marketing 
thought, however, was less an outgrowth 
of the economics taught at a given school 
than of other environmental factors. 
Students working in agricultural areas de- 
voted themselves largely to study of 
agricultural marketing. Those in urban 
and metropolitan centers specialized 
more in the marketing of manufactured 
goods and in institutional and technical 
aspects of marketing. The earliest stu- 
dents developed primarily the commod- 
ity approach to marketing study while 
those of slightly later years developed 
the functional and institutional ap- 
proaches and the literature of marketing 
problems. 

Early marketing literature was the 
product of academicians, notwithstand- 
ing the fact that original thinking on the 
subject was not confined to academic 
centers. The nature and demands of 
teaching have inevitably stimulated 
writing. While indulging their individual 
interests in marketing research, teachers 
of marketing, almost exclusively, have 
been the compilers, writers, and often 
the originators of marketing thought. 
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THE MARKET FOR PREFABRICATED 
HOUSING 


ROBERT FERBER anp HUGH G. WALES 
University of Illinois 


N THE late summer of 1950 a survey on 

people’s attitudes toward prefabri- 
cated houses was made in Champaign- 
Urbana, Illinois. This survey had two 
objectives: (a) to determine people’s at- 
titudes toward prefab houses as com- 
pared with the conventional one- or two- 
family houses and to uncover some of the 
factors influencing these attitudes; and 
(b) to determine the effect of advertising 
and articles on these attitudes.' Since 
information on these subjects seems to 
be scarce, the results of this survey may 
be of interest to those connected with 
the housing industry. 

The analysis of the results is also of 
interest to market researchers in general, 
as it indicates how even a limited survey 
of this type can provide much useful 
information about the market structure 
of a particular product. Properly han- 
dled, local surveys can be very effective 
research tools, and at a fraction of the 
cost of the large-scale national surveys. 
Their disadvantage is the considerable 
caution and qualifications with which 
the results have to be interpreted. 


The Sample 


The initial sample contained 448 fami- 
lies, half of which were selected by the 
interviewers themselves on a judgment 
basis and half by a probability sampling 
procedure.” The interviewing staff con- 


1 Actually, the survey had still another objective— 
namely, to investigate the presence of interviewer bias 
in surveys of this type. In the analysis of the results, the 
main findings of the survey with respect to the attitudi- 
nal objectives were found to be largely unaffected by 
interviewer bias. 

2 In the case of judgment interviews, the interviewers 
are free to select any family they please from a pre- 
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sisted of two highly skilled interviewers 
on the staff of the Bureau of Economic 
and Business Research of the University 
of Illinois and twelve members of an 
advanced marketing research class, all 
of whom had had previous experience. 
From the 448 families contacted, 439 
usable replies were obtained. 

Although the sample probably pro- 
vides a good representation of Cham- 
paign-Urbana families, the same thing 
is not likely to be true with respect to 
the population of the nation. The reason 
for this is that, because of the presence 
of the University of Illinois, an unusual- 
ly high proportion of the area’s wage 
earners are professional people. At the 
same time, the area is characterized by 
the relative unimportance of heavy in- 
dustry, so that the proportion of indus- 
trial workers in the sample is small 
relative to that in the nation. To some 
extent, adjustment for this bias is pos- 
sible by analyzing the replies by occu- 
pational groups. This is only a partial 
remedy, however, in view of the small 
sizes of various strata and because cer- 
tain types of industrial workers are not 
represented. Nevertheless, the direction 
of this bias can be gauged, as will be 
discussed later. 


Acquaintanceship with Prefabs 
Probably the first thing one would 


assigned list or area. In probability sampling, the sample 
members are selected in advance by means of a rigorous 
procedure that allows every member of the area or list 
being sampled an equal chance of being included in the 
sample. In the present survey, Champaign-Urbana was 
divided into eight relatively homogeneous areas and in- 
terviewers were required to make two judgment and 
two probability interviews in each area. 
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TABLE I1.—PERCENTAGE OF RESPONDENTS REPORTING 
Notice or Preras Houses or LITERATURE 


Type of present residence 
Typ of Stand- 
Notice ard | Prefab | 4P4rt- | Total 
house ment 
Article 46% 76% 52% 48% 
Advertisement 38 69 46 41 
Promotional 
literature 19 31 26 21 
Inspection 12 100 fo) 17 
Not stated 5 _ _ 4 
No notice 25 — 26 23 
Total 145% | 276% | 160% | 154% 
Number of 
respondents 345 30 64 439 


Note: Percentages total more than 100 because many 
respondents gave more than one reply. 


want to ascertain from consumers in 
the case of a relatively new product 
such as prefabricated housing is the ex- 
—“ to which people are acquainted with 

t. Judging by the answers to the ques- 
a “Have you seen or read anything 
about prefab houses?”’ quite a few people 
do not know much about prefabs, as 
may be noted in Table 1. Omitting the 
families living in prefabs, over 25 per 
cent of the sample could not recall hav- 
ing noticed anything about prefabs. 
Apartment-house dwellers appear to be 
somewhat better informed than resi- 
dents of standard houses, but the differ- 
ence is not statistically significant. The 
main source of information on the sub- 
ject is clearly newspaper or magazine 
articles, with advertisements second, and 
manufacturers’ promotional material a 
poor third.’ 

Only one out of every nine non-prefab dwelling 
families reported having seen a prefab house. However, 
there seems to have been some confusion about the 
meaning of this particular question, many people not 
realizing that they were being asked whether they had 
seen prefab houses. The only people who acknowledged 
having seen prefabs, except prefab dwellers, were ap- 


parently those who had inspected model prefab homes, 
and quite possibly not even all of this group. A follow- 


Further analysis of the 102 sample 
families reporting no notice of prefab 
material reveals some interesting facts 
regarding their characteristics. In al- 
most half of these families, the chief 
breadwinner is a skilled or unskilled 
laborer whose total annual income is be- 
tween $1,500 and $4,200. Two-, three-, 
and four-person families predominate in 
this group, composing 75 per cent of the 
total, and it is the wife, rather than the 
man of the house, who has failed to 
notice anything about prefabs. Half of 
the respondents in this group were be- 
tween 21 and 50 years of age, and 25 
per cent were between 21 and 35. There 
is significant evidence here that an im- 
portant segment of the market is being 
overlooked by the prefab housing indus- 
try. 

In view of the relatively low acquaint- 
anceship with prefab advertising ma- 
terial it is no surprise to find that brand 
knowledge is very meager. More than 
half of the sample, 54 per cent, were 
unable to recall any brand of prefab 
house in response to the query, “Are you 
acquainted with any brands of pre- 
fabricated houses? (If yes) Which brands 
in particular?” Of those who were able 
to identify brands, the great majority 
could name only one. Only g per cent of 
the sample were acquainted with three 
or more brands. Lustron and Gunnison 
were most frequently named, each re- 
ceiving about 125 mentions, and Nation- 
al was third with 82 mentions. 


What People Think of Prefabs 


Judging by Table 2, people are better 
acquainted with the disadvantages of 


up survey of a subsample of 71 families revealed that 
actually about three-fourths of the respondents had 
seen prefabs at one time or another, at least from the 
outside. Some slight adjustments in the interpretation 
of the attitudes of those who had seen prefab houses 
was made on the basis of information obtained from 
these follow-up interviews. 
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TaBLe 2.—Opinions ExpresseD BY RESPONDENTS AS TO PreFaB HousinG 


me Number of Per Cent of 
Opinion Mentions Total 
Advantages: 
Easy to construct; fast 265 13% 
Cheaper; good for low-income families 313 16 
Availability; quick delivery 46 2 
Other advantages 159 8 
Total advantages 783 39 
No advantages mentioned 164 8 
Disadvantages: 
Poor construction; depreciates faster 457 23 
Poor appearance; too standardized 160 8 
Hurts neighborhood; zoning restrictions 24 I 
Hard to heat; poor insulation 59 3 
Too small 65 3 
Other disadvantages Ig9I 9 
Total disadvantages 956 47 
No disadvantages mentioned 112 6 
Total opinions 2,015 © 100% 


Note: Tabulation of answers to question “What do you think are the advantages and disadvantages of the pre- 


fabricated houses against standard houses?” 


prefabs than with their advantages. Of 
the total replies to the question on this 
subject (as phrased at the bottom of 
Table 2), 47 per cent dealt with disad- 
vantages as against 39 per cent relating 
to advantages. By far the main unfavor- 
able opinion of prefabs stems from the 
belief that they are not constructed 
well and therefore depreciate faster than 
a standard house. Quite a number of 
people also find fault with the appear- 
ance of prefabs as too standardized for 
their tastes. Poor insulation is another 
disadvantage that is mentioned. 

On the other side of the ledger, low 
price and speedy construction are the 
most frequently encountered advan- 
tages. Each of these is mentioned ap- 
proximately 15 per cent of the time, and 
the two together account for three- 
fourths of all advantages mentioned. 

Sharp differences in people’s opinions 
are brought out when contact with pre- 
fabs or prefab literature is taken into 


account. This is shown by Chart A, 
which presents the relative distribution 
of advantages and disadvantages men- 
tioned, according to the source of notice 
of prefab houses or literature. The most 
striking feature of the chart is the tend- 
ency for people who have not read or 
seen anything about prefabs to be un- 
favorably disposed toward them. More 
than half of those who had not noticed 
anything about prefabs were unable to 
cite any advantages, whereas only 26 
per cent were unaware of any disad- 
vantages. This is not surprising, for in 
the case of any new product unfamiliar- 
ity breeds suspicion and distrust. What 
is surprising is that 3 out of every Io 
people who have examined prefabs are 
also unable to cite any advantages; this 
is a much higher proportion than that 
for people who have come into contact 
with written matter on the subject. 
On the other hand, people who have in- 
spected prefabs seem to be at least as 
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well acquainted as other groups with 
their disadvantages. 

People who have read something about 
prefabs seem to be better acquainted 
with both their advantages and disad- 
vantages. Written material may be most 
effective in increasing the popularity of 
prefabs, judging from the fact that the 
ratio of advantages to disadvantages 
cited by people in the group which has 
read about prefabs is much higher than 
that of either people who have not seen 
prefabs or people who have had no con- 
tact at all. Oddly enough, however, the 
kind of written material—article, ad- 
vertisement, or promotional literature— 
appeared to have little effect on people’s 
opinions of the product. 

Important differences in opinion also 
come to light when the sample is broken 
down by income groups. For one thing, 
a large proportion (go per cent) of people 
in the low-income brackets (mainly be- 
low $1,500 but also those earning less 
than $2,600) are unable to cite any ad- 
vantages of prefabs; even the fact that 
prefabs may be cheaper to construct 
does not seem to be well known to them. 
In the upper income levels, 6 out of 
every 7 people know of at least one ad- 
vantage; ease of construction and price 
differentials were cited by two-thirds of 
them. All income levels seem to be well 
aware of disadvantages. Low-income 
recipients are mainly worried about the 
strength of the units, whereas people 
with higher incomes are not much im- 
pressed with the appearance of prefabs. 

Of particular interest are the opinions 
of people when grouped by type of resi- 
dence. Standard-house dwellers are, un- 
derstandably perhaps, not very favor- 
ably disposed toward prefabs; one-fourth 
do not see any advantage in them at 
all. But prefab- and apartment-dwellers 
are both well impressed with the rela- 
tively low price; 40 per cent of each 


group mentioned this feature. Both 
apartment- and standard-house dwellers 
do not think very highly of the appear- 
ance or construction of prefabs. In addi- 
tion to these two factors, prefab dwellers 
themselves bring up still another factor, 
namely, the problem of insulation; 18 
per cent found fault with prefabs in 
this respect. 

Sex differences show up, too. The 
woman appears to be less familiar with 
the whole subject than the man of the 
house. Frequently unable to mention 
any disadvantages of prefabs, she is even 
more frequently unable to mention ad- 
vantages. However, when she does have 
something to say on the subject, she 
appears to be mainly impressed by the 
low price and speedy construction of 
prefabs, but is also greatly concerned 
with the possibility of higher deprecia- 
tion and maintenance costs. 


Brand Preference 


Information on brand preference based 
on one local area survey has to be 
taken with a considerable amount of 
salt because of special conditions that 
may prevail in the area. In particular the 
meaning of such data has to be assessed 
against the extent of brand familiarity in 
the area, and a thumbnail sketch of this 
background would therefore seem ap- 
propriate at this point. 

Of the 11,000-odd permanent‘ one- 
or-two-family housing units in Cham- 
paign-Urbana, approximately 750 are 
prefabs, divided among the major brands 
roughly as follows: 


National 500 
Gunnison 100 
Lustron 10-20 
Other (New Century, Weyerhauser, 

Green, etc.) 130 


4 There are also about 1,000 prefabricated housing 
units put up by the University of Illinois for students 
and staff, but these are meant to be only temporary and 
have no brand affiliation. 
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As noted earlier, brand acquaintance- 
ship of the sample members was reason- 
ably large only in the case of National, 
Gunnison, and Lustron homes. The wide- 
spread familiarity with Lustron homes is 
explained partly by the publicity Lus- 
tron financing had received in previous 
months and partly by a public demon- 
stration of a model Lustron home in 
Champaign-Urbana during the preced- 
ing year. Since the sample showed very 


Only 12 per cent of those acquainted 
with Nationals prefer them, as compared 
with 38 per cent in the case of Gunnisons 
and $0 per cent for Lustrons. About one- 
fourth of those acquainted with Nation- 
als and Gunnisons prefer Lustron homes, 
whereas a third of those acquainted with 
Nationals and one-fifth of those ac- 
quainted with Lustrons prefer Gunni- 
sons. 

For a number of reasons, however, 


TABLE 3.—PERCENTAGES OF PreFAB PREFERENCES STATED BY RESPONDENTS 
ACQUAINTED WITH PreFaB BranDs 


Brand Acquaintanceship 
Brand Preference 
None National Gunnison Lustron Others Not Sure 
None _ 10% 10% 10% 10% 11% 
National — 12 4 2 2 -~ 
Gunnison — 33 38 19 21 — 
Lustron _ 26 24 50 26 — 
Other — 9 8 5 31 _ 
Not stated 100 10 16 14 10 89 
Total 100% 1007 100% 100% 100% 100% ° 
Total replies 236 82 125 123 48 9 


little knowledge of other brands, the 
present discussion is limited to these 
three. 

The over-all relationship between 
brand preferences and brand acquain- 
tanceship is shown in Table 3. In each 
column the number of people preferring 
a brand has been expressed as a per- 
centage of the total number acquainted 
with the particular brand listed at the 
head of the column, so that the percent- 
ages in each column total 100. There is a 
fair amount of overlapping between 
columns to the extent that people are 
acquainted with more than one brand; 
the implications of this fact are discussed 
later on. 

“Brand loyalty,’ 


if such a term ap- 


plies to prefab houses, seems to be high- 
est for Lustron, next highest for Gunni- 
son, and lowest for National homes. 


these results are not conclusive, even 
for the area sampled. One is that the 
percentages in Table 3 may be biased 
by the fact that the number of respond- 
ents acquainted with the different brands 
is not equal. Thus, to take an extreme 
case, if all 82 people acquainted with 
Nationals are also acquainted with the 
other two major brands, whereas 43 
other sample members have heard of 
Gunnisons only and 41 still other sam- 
ple members have heard of Lustrons 
only, brand preference is bound to be 
biased in favor of Gunnisons and Lus- 
trons. In other words, the acquaintance- 
ship, or advertising, effect is confused 
with brand preference. 

One way out of this difficulty is to 
study the brand preferences of only 
those people acquainted with all three 
brands. This restriction leads to the 
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brand-preference structure presented in 
Table 4. Although the numbers involved 
in many cases are rather small, the gener- 
al picture is much the same as in Table 
3. Lustron and Gunnison appear to be 
about equally popular, with National 
a poor third. 

Table 4 alone, however, does not elimi- 
nate all the shortcomings of the data. 
Other limitations stem from the possi- 
bility that particular population groups 

TABLE 4.—BranD PREFERENCES OF RESPONDENTS 


ACQUAINTED WITH ALL THREE 
Mayor Branps 


Brand Number of Per Cent 
Preference Respondents of Total 
None 
National 2 6% 
Gunnison 13 42 
Lustron 12 39 
Other 3 10 
Not stated I 3 
Total 31 100% 


may be dominating the situation pic- 
tured in Tables 3 and 4 and that these 
tables do not truly reflect the opinions 
of those who have given the most 
thought to the subject, namely, people 
contemplating building or purchasing 
homes. The tables also do not provide 
any indication of the intensity of feeling 
on the subject. Allowance for the first 
factor can be made by studying the 
brand-preference distribution by vari- 
ous population groups. This was done, 
and on the whole no appreciable differ- 
ences were found. Brand preference was 
more frequent among clerical and profes- 
sional people, among the higher income 
groups, and among residents of prefab 
houses, but the order of preference re- 
mained the same. Nevertheless, the re- 
sults are still subject to the second set 
of limitations, and since no adjustment 
for these limitations could be made with 
the data at our disposal, the figures on 


brand preference have to be interpreted 
with considerable caution. 


Prefabs versus Standard Houses 


How willing are people to purchase 
prefabricated houses instead of standard 
homes at given price levels? This is the 
usual demand curve of economic theory, 
but it is also of major importance in 
market analysis because of the informa- 
tion it supplies as to the probable sales of 
a product at particular price levels. In 
a survey it is obviously impracticable 
to obtain respondent preferences over the 
whole gamut of possible price levels, nor 
can one introduce into the interview the 
numerous factors that might alter the 
basic relation between sales volume and 
price—e.g., trends in income, savings, 
price of competing products (mainly 
rentals, in this case), and others. Never- 
theless, a few general questions along 
this line can throw considerable light on 
the degree of acceptance of a new prod- 
uct such as prefabs. For this reason, con- 
sumers were asked to state their prefer- 
ence for purchasing prefabs as against 
standard houses at each of three price 
levels: a low price—$8,000; a medium 
price—$12,000; and a high price— 
$20,000.° 

A study of the replies reveal that a 
substantial market for prefab homes 
exists at low price levels but not at the 
higher price levels. In other words, in 
terms of economic analysis the prefab 
market appears to be highly elastic—a 
slight change in price leads to a sharp 
change in sales volume. At the $8,000 
price level, 25 per cent of the sample 
favored prefabs, 65 per cent favored 
standard homes, and Io per cent had no 

5 The question read, “If you had only $—— to spend 
on housing, would you have any preference as between 
prefab or standard houses, or would you have no pref- 
erence either way?” Interviewers were instructed to 


question respondents further as to their reasons for any 
definite preferences stated. 
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Cuarrt B. Preference for Prefabs at $8,000 Price Level. 


preference. But at $12,000 barely 4 per 
cent preferred prefabs, and at $20,000 
the percentage was just about zero. 
Further study indicates that the mar- 
ket structure, or demand curve, for 
prefabs is not very stable and is par- 
ticularly subject to change as familiarity 
with the product increases. This follows 
from a breakdown of people’s preferences 
based on notice of prefab houses or 
literature, as is shown for the $8,000 price 
level in Chart B. Prefabs are most popu- 
lar among those who have come into 
contact with literature on the subject, 
especially with manufacturer’s promo- 
tional material. They are least popular 
among those who are unacquainted with 
prefabs (7 per cent of this group said 
they preferred standard houses simply 
because they were unfamiliar with pre- 
fabs) and among those who have exam- 
ined prefabs. In fact, inspection of a 


prefab, not supplemented by contact 
with prefab literature, appears to have 
as little effect as if people had read or 
seen nothing at all about them. 

Ignorance of the price range of pre- 
fabs is another factor that appears to 
have affected the replies at the higher 
price levels. Most of the sample mem- 
bers were not aware that prefabs ran 
as high as $20,000, and about § to Io per 
cent did not know that prefab prices 
went even up to $12,000. 

The reasons given for preferring stand- 
ard houses were somewhat uniform 
throughout. “‘A better house for the 
money” in terms of construction and 
investment was the typical reply from 
about two-thirds of the respondents at 
the $8,000 price level, and from nearly 
four-fifths of those at the $12,000 price. 
“Better appearance” also cropped up 
frequently. Among those preferring pre- 
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fabs, “better quality at the price” was 
the invariable reply. 


Acceptance of Prefab Advertising 


Considering the fact that nearly half 
of Champaign-Urbana’s dwelling units 
are owner-occupied and that home own- 
ers are not likely to be interested in the 
subject, prefab literature seems to be 
effectively gaining attention. Almost 
half of the sample members had seen 
articles on the subject, 42 per cent recol- 
lected prefab advertisements, and 20 
per cent had read manufacturers’ pro- 
motional literature. 

Significant differences in readership 
were observed among various popula- 
tion groups. Men more often notice pre- 
fab literature than women. Readership 
generally rises with income level; prefab 
literature gained the attention of 86 per 
cent of those in families earning $4,200 a 
year or more but only 66 per cent of 
those in families earning under $2,600. 
Needless to say, occupational differences 
also exist, readership being highest 
among the clerical-sales and professional- 
proprietor groups. 

The effect of prefab literature was 
found to vary both by type of literature 
and by population groups. The propor- 
tion favorably affected was largest 
among those seeing promotional material 
(24 per cent) and least among those read- 
ing articles (20 per cent). However, un- 
favorable reactions were at least as fre- 
quent in the case of promotional ma- 
terials as for articles or advertisements. 
Since promotional material generally 
goes only to those interested in prefab 
homes, this may indicate that such ma- 
terial is not so effective as it might be. 

By far the greatest unfavorable reac- 
tion occurred in the case of those who 
inspected prefabs. One third of this 


6 The difference is not statistically significant, how- 
ever, at the .05 level of significance. 


group walked away with an unfavorable 
impression! If this is the true situation,’ 
one plausible explanation may be that 
advertisers are overselling the product. 
In other words, the prefab literature may 
be raising the consumers’ anticipations 
so high that disappointment is frequent- 
ly experienced on seeing the actual prod- 
uct. If so, then a more realistic approach 
to the advertising problem is clearly in- 
dicated, namely, to provide the consumer 
with a better idea of what he can expect 
and what he cannot expect in a prefab 
house. Another explanation could be 
that prefab advertising is not giving 
enough attention to the “better quality 
at the price” argument. . 

Differences in the effectiveness of ad- 
vertisements and promotional matter 
among the various population groups 
are very similar to those observed in the 
case of readership. The higher income 
groups, for instance, are not only more 
likely to notice prefab literature but are 
most receptive to it when they do see it. 
Of those who did notice advertisements, 
the less skilled occupational groups were 
least favorably affected. Twenty-six per 
cent of the laboring and clerical-sales 
occupations reported an unfavorable re- 
action and only 18 per cent were favor- 
ably affected. 

People who do come into contact with 
prefab literature seem to be much better 
acquainted with the advantages of pre- 
fab houses than those who have not 
read anything on the subject. This is 
shown in Table 5 which gives the num- 
ber of advantages per disadvantage of 
prefabs cited and the per cent of respond- 
ents preferring prefabs at the lower price 
level according to the notice and effect 
of the written material. 

Those who had not read anything 
about prefabs cited two disadvantages, 
on the average, to every advantage, 

7 See footnote number 3. 
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whereas even those who were unfavor- 
ably affected by what they had read 
were much better acquainted with the 
advantages of the product. Furthermore, 
people who had noticed something about 
prefabs were more than twice as likely 


TABLE 5.—ADVANTAGES PER DISADVANTAGE AND 
PERCENTAGE PREFERENCES BY EFFECT 
OF PreFaB LITERATURE 


Ratio to 


Advan- 
Notice and Effect tages to ‘aoe 
Disad- 
$8,000 
vantages 
No contact with literature 51 11.8% 
Not impressed either way 76 16.5 
Favorably impressed 1.17 41.8 
Unfavorably impressed 77 25.5 


to prefer them at the $8,000 price level 
than those who had no contact with pre- 
fab material. Even those unfavorably 
impressed were more likely to prefer 
prefabs at this price than those not hav- 
ing read anything on the subject, a 
striking illustration of the effect of 
familiarity on product acceptance. 


Over-all Picture 


Like most innovations, prefabricated- 
house product acceptance appears to be 
a source of considerable trouble. Part 
of the difficulty seems to be that product 
acquaintanceship is not high and, in fact, 
is largely localized in particular popula- 
tion groups. Brand knowledge is sur- 
prisingly low, and is most widespread 
only in those population groups where 
readership is also highest, namely, the 
higher income levels and people in cleri- 
cal, sales, professional, or proprietory 
work. The result is that an appreciable 
market for prefab houses exists only at 
the lower price level, about $8,000, meas- 
ured by summer 1950 prices. At higher 
prices the market would seem to be 


extremely small, in a relative sense, 
partly because of product resistance and 
partly because of ignorance of the avail- 
ability of prefabs at prices over $10,000. 
Though prefabs may sell easily during 
a building boom, these findings point 
to the likelihood that prefab manu- 
facturers will have rather tough sledding 
once the housing market tightens up. 
Given this state of affairs, how can it 
be improved from the viewpoint of the 
prefab housing industry? Clearly, co- 
operative and concentrated effort on the 
part of both manufacturers and adver- 
tisers is needed. The former have to take 
into account the objections of the pub- 
lic—that is, the informed public—to the 
present product in making improve- 
ments. The latter obviously have to in- 
crease the size of the informed public 
relative to the total public. Judging by 
the results of this survey a toning down 
of advertisements and promotional ma- 
terial in two respects may be indicated. 
One is to reorient the general approach 
of the material to appeal more to women, 
to the middle- and lower-income groups, 
and to those persons in the less sedentary 
occupations. The other respect in which 
modification might be required is to 
bring the content of the advertising ma- 
terial into closer correspondence with the 
actual characteristics of the product. 
Such a procedure may not increase the 
popularity of the advertisement as such, 
but it is likely to lead to a much higher 
degree of product acceptance (and sales) 
in the long run. 


Generality of the Findings 


The basic question that must be an- 
swered in generalizing the results of such 
a localized survey is: To what extent 
is the particular locality atypical of the 
rest of the nation with respect to the 
subject under study? If all the relevant 
population groups are adequately repre- 
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sented in an area, it is sometimes pos- 
sible by means of weighting techniques 
to obtain an accurate picture of the over- 
all state of affairs on a subject, even 
though the characteristics of the locality 
may differ greatly from those of the 
nation. One not only has to ensure repre- 
sentation but also to examine whether 
the distribution of opinions of a particu- 
lar population group is the same in the 
nation as in that area. In the present 
case, however, since such an assumption 
may be hazardous, we shall merely at- 
tempt to judge the direction in which 
bias is likely to operate in generalizing 
the results. 

As noted previously, because of the 
presence of the University of Illinois, 
the Champaign-Urbana population has 
a higher level of income and education 
than the averages for the rest of the 
nation. Since these population groups 
were found to have a more favorable 
attitude toward prefabs and prefab 
literature, this factor undoubtedly tends 
to bias the results in favor of prefabs. 
The area also has a high frequency of 


prefab houses. This results in greater 
familiarity with, and knowledge of, the 
product, which generally tends to in- 
crease the degree of product acceptance. 
In the present case, however, this bias 
may work in the opposite direction be- 
cause of the finding that inspection of 
prefabs without any other knowledge of 
the subject is likely to yield adverse 
opinions. In other areas, inspection op- 
portunities relative to the availability 
of literature on the subject are un- 
doubtedly much fewer. 

A final factor to be considered is that 
the percentage of the area’s population 
owning their homes is somewhat larger 
than in other nonfarm areas; this acts 
to bias the sample against prefabs. On 
balance, however, this bias should not 
be so pronounced as that caused by the 
atypical income and education distribu- 
tion. Since the second bias is also proba- 
bly rather small, all in all, when general- 
ized for the nonfarm areas of the nation, 
the results of the survey would seem to 
be, if anything, somewhat biased in 
favor of prefabs. 
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BASES FOR ALLOCATING DISTRIBUTION 
COSTS 


ROBERT H. WATSON 
David and Rader 


His article has two purposes. The 

first is to discuss whether the cur- 
rently proposed methods of distribution 
cost allocation meet the needs of market- 
ing management. The second is to clas- 
sify the cost centers to which distribution 
costs are allocated and to evaluate the 
units of measurement on the basis of 
which costs are allocated. 

The question of whether the present 
methods of cost allocation meet the 
needs of marketing management cannot 
be answered without reference to the pur- 
poses which distribution cost analysis is 
intended to serve. In general, there are 
two purposes of any type of distribution 
cost analysis: To assist management in 
controlling operations and in making 
decisions, and to justify courses of action 
before regulatory bodies which are con- 
cerned with marketing policies, such as 
the Federal Trade Commission in the 
administration of the Robinson-Patman 
amendment to the Clayton Act. Since 
the legal uses of distribution cost analysis 
arise only in court tests in which the an- 
alysis proceeds upon bases which utilize 
legal definitions rather than good ac- 
counting or statistical theory, this article 
shall consider only the means by which 
distribution cost analysis may assist in 
managerial decisions. It is in this area 
that cost analysis may be most fre- 
quently and most profitably employed. 


There are two types of cost allocations - 


which may be generally made. The first 
is the allocation of various natural ex- 
penses to two or more functions; the 
second is the allocation of functional 
costs to two or more criteria which the 
analyst is examining. 


An example of the first is the allocation 
of rent, a natural expense, to the various 
production and distribution functions. 
An example of the second is the alloca- 
tion of the selling expense to commodi- 
ties, customers, order size, territories, 
distribution channels, or any other cri- 
teria appropriate to managerial deci- 
sions. It is only with the second type of 
allocation that this article will deal, for 
it is here that the critical problems of 
measurement appear. Most natural ex- 
penses are either direct or easily measur- 
able. On the other hand, most functional 
costs are indirect with respect to the 
commonly desired criteria. The lack of 
suitable units of measurement for use in 
cost allocation constitutes the greatest 
single problem in distribution cost an- 
alysis today. A consideration of the pres- 
ently employed units of measurement 
and of the bases of allocation which are 
formed by use of these units is the prin- 
cipal objective of this article. 

In general, there are two types of meas- 
urement which may be employed in dis- 
tribution cost analysis: 

(1) Measurements which attempt to 
compare the actual cost with some cost 
which is accepted as a standard, and 

(2) Those which attempt to separate 
the effects which may result from a par- 
ticular actual cost outlay. 

An example of the first would be the 
packing costs of identical packages. By 
timing the operation under controlled 
conditions and making proper allowances 
for expected deviations, a standard time 
could be established. When this standard 
time is related to the wage rate for the 
worker who would do the job, the stand- 
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ard cost would be known, and could be 
used for periodical comparison with the 
actual costs. Management would then 
be in a position to know when unfavor- 
able deviations had occurred and could 
devote an effort to finding why and pre- 
venting future occurrences of the same 
nature. 

The second type of measurement can 
be illustrated by billing costs. No two 
bills are exactly alike. The first problem 
in control of billing costs is to find what 
it is that causes the time required in pre- 
paring one bill to differ from that re- 
quired for others. If a high degree of cor- 
relation were found between the time 
and the number of lines on the invoice, 
then the number of lines could be used 
as a basis for measuring the billing costs 
associated with a particular bill. Costs 
could be allocated according to the meas- 
urement accepted. The first type of 
measurement is inspectional; the second, 
analytical. This article shall deal with 
the second type. 


Why Costs ARE ALLOCATED 


Management needs criteria by which 
to make marketing decisions. Among the 
principal types of such decisions are 
these:! 


1. To determine profitable prices. 
2. To employ efficient distribution and 
sale methods. 
3. To compare abilities of salesmen. 
4. To discover where and to whom to 
sell. 
5. To control transportation expense. 
6. To determine the most economical 
distribution channels. 
7. To determine the justification for 
branch warehouses. 
8. To control the routing of salesmen. 
9. To allocate sales territories. 
10. To determine discount policies. 
11. To distribute advertising pressure. 


1B. R. Canfield, Sales Administration (New York: 
Prentice-Hall, Inc., 1947), p. 449. 


12. To set salesmen’s compensation. 

13. To control billing, accounting, pack- 
ing, and shipping expenses. 

14. To determine the profitable size of 
orders. 

15. To determine profitable products. 


Distribution cost allocations may per- 
mit the establishment of good criteria 
for decisions by employing units of meas- 
urement which enable the analyst to re- 
late outlays for the performance of mar- 
keting functions with the results obtained. 
It should be emphasized that this does 
not mean that costs should be held to the 
minimum, but that costs and results 
should be so related by intelligent man- 
agement that the profit of the firm is 
maximized. Accounting techniques alone 
are not enough to provide the answer in 
all cases, as will be discussed later. 

The extent to which the criteria so de- 
veloped are useful depends upon the 
consistency of the measurement units 
and the logic of their use as a basis of 
cost allocation. 

The logic which underlies all cost allo- 
cations is that there is some cost-result 
relationship; costs affect results, and/or 
the results help to determine costs. 
Where there is a direct relationship be- 
tween costs and results, as for example, 
where salesmen’s commissions are con- 
tractually defined as a certain percentage 
of net sales, there is no problem of cost 
allocation. It is where costs are incurred 
jointly for two or more functions or sub- 
functions that the problems of cost allo- 
cation occur. A salesmanager supervises 
the work of four salesmen in his territory, 
for example. In determining the effec- 
tiveness of the various salesmen, how 
much of the manager’s salary and ex- 
penses should be assigned to Salesman A, 
Salesmen B, etc. Or should any of this 
expense be allocated in certain types of 
analyses? This question must be an- 
swered after consideration has been 
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given to the purposes which the analysis 
is intended to serve and after the cost-re- 
sult relationship has been studied, either 
analytically or empirically. 

Regarding the allocation or non-allo- 
cation of certain types of distribution 
costs, two opposing viewpoints have 
been expressed: 


“Tt is my contention that the profit or 
loss position for any classification of product 
should be determined without giving any 
consideration to the allocation of selling and 
administrative expenses to classes of product; 
that is, if the sales value of each classification 
of product exceeds its respective cost of 
manufacture then that class of product is a 
profitable one.’ 

“Certainly substantial amounts of selling 
and administrative expense cannot be meas- 
ured by product lines and must be allocated. 
But bases of allocation can be established 
which are just as acceptable as those used 
for factory cost allocations. Only when this 
is done will the cost accountant be able to 
provide management with maximum in- 
formation for profit control.’ 


Neither viewpoint is entirely correct. 
The purpose of any cost allocation is to 
provide management with criteria by 
which to make marketing decisions. In 
general, those costs which would be af- 
fected if a product were discontinued 
should be allocated to product; costs 
which would be affected if a sales terri- 
tory were abandoned should be allocated 
to territories, etc. 

The second quotation seems to imply 
that allocation is a substitute for meas- 
urement. Allocation should imply a 
measurement. Webster’s Collegiate Dic- 
tionary, 5th Ed., defines the word “‘allo- 
cation” as “in accounting, apportion- 
ment of business expenses . . . according 


2 R. J. Mason, Jr. “Selling And Administrative Ex- 
penses,” NACA Bulletin, October 15, 1949, pp. 285-286. 

3], W. Keller, “Allocating Overhead to Products,” 
NACA Bulletin, January 15, 1947, p. 620. 


to some rule.” Whichever rule is used 
provides some kind of measuring device. 
The degree of accuracy of the measuring 
device depends upon the degree to which 
the subject matter dealt with under the 
rule can be objectified. Thus, if two in- 
dependent persons using the particular 
rule can arrive at substantially the same 
result repeatedly, it must be recognized 
that the rule uses objective, and hence 
accurate, units of measurement. 


Crasses oF MeEAsures WHICH 
May Be UseEp 


There are four classes of measures 
which may be used in distribution cost 
analysis: 

A. Measures which employ data 
which are recorded and summarized by 
the accounting system. 

B. Measures which employ data avail- 
able from secondary sources. 

C. Measures which employ data 
which are statistically collected from 
either internal data sources or external 
data sources. 

D. Measures which employ the tech- 
nique of the controlled experiment. 

The first of these includes most of the 
measures which are suggested as bases ot 
cost allocations in existing literature on 
the subject. 

An example of measures which em- 
ploy data available from secondary 
sources is the financial ratios provided 
by Dun & Bradstreet, or the various 
types of statistics on “‘average firm” 
costs provided by some trade associa- 
tions. These measures suffer the common 
defect of being averages of firms which 
do not have homogeneous operating 
characteristics. 

There is considerable work to be done 
in the field of statistically derived data. 
For example, advertising results have 
not been adequately measured by ac- 
counting data, but as the statistical tech- 
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niques employed by marketing research 
become refined it may be possible to 
measure the results of a particular ad- 
vertising effort, and to relate these re- 
sults to cost data provided by the ac- 
counting system. 

Accounting technique is not the only 
means of developing data internally 
within the records of a firm. There is 
need for research in the technique of 
statistically developing certain classes 
of cost data on a sampling basis instead 
of the possibly more expensive total 
census basis implicit in accounting 
method. For example, it may be possible 
to list every fifth sale instead of every 
sale in making an analysis of freight 
costs by order size. Only one-fifth as 
many freight bills would have to be re- 
viewed, and where there were a large 
number of orders, results might be statis- 
tically reliable within limits of one or 
two per cent, close enough for most 
policy-making purposes. 

Time-and-motion studies used in pro- 
duction control closely approach the 
technique of the controlled experiment. 
There are many marketing operations 
which may be subjected to time-and- 
motion analysis. One author has sug- 
gested this approach, but very little 
work has been done in this direction.‘ 

Even where it is most feasible to re- 
cord and summarize the data by the ac- 
counting system, the logic of the meas- 
urement units employed to allocate joint 
functional costs may be empirically 
tested by statistical or controlled-experi- 
ment methods. 

Another example of a technique very 
similar to the controlled-experiment is 
the sales test. 

The existing literature concerns itself 
almost exclusively with measures which 
employ data which are recorded and 


*D. R. Longman, Distribution Cost Analysis (New 
York: Harper Brothers, 1941). 


summarized by the accounting system. 
There has been very little attempt to 
test empirically the relationship between 
cost and result that is implied by the 
measurement units selected. Instead, the 
measurement units are selected a priori 
on the assumption that certain cost-re- 
sult relationships do exist. The account- 
ant is notorious for his lack of statistical 
proof of the tools he uses. As one writer 
has put it: “Having determined the costs 
by functions, a unit of measurement 
must be found for each function such as 
salesmen’s calls, salesmen’s hours, sales 
orders, invoice lines, advertising space 
by media, truck hours, truck miles, etc.’”® 
He offers no way to select the units of 
measurement, nor does he suggest how 
to test them. The implication is that a 
unit of measurement which seems logical 
enough is selected and used, without fur- 
ther ado. And sometimes the unit is 
chosen because of its ease of computa- 
tion, regardless of the logic, as when 
costs are applied according to percentage 
of sales, percentage of manufacturing 
cost, or percentage of gross profit. The 
only distribution cost which commonly 
varies as a percentage of sales is sales- 
men’s commissions. Yet the allocation of 
all distribution costs is made on the basis 
of percentage of sales in many business 
firms which have developed elaborate 
factory cost systems. 


PresENT BASES OF ALLOCATING 
FuNcTIONAL DISTRIBUTION 
Costs 


For purposes of considering the exist- 
ing literature on the subject of distribu- 
tion cost analysis, a functional classifica- 
tion has been selected. Although not in- 
clusive of all marketing functions, it is 
representative of the principal ones con- 


5 P. G. Brown, “Analysis and Control of Distribution 
Costs,” Fournal of Accountancy, September, 1948, p. 
238. 
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sidered, including selling, advertising, 
storage, transportation, record-keeping, 
credit and collection, and general dis- 
tribution expense. These are further di- 
vided into subfunctions which are repre- 
sentative of those subfunctions given the 
greater attention in existing literature. 

The difficulty and often the useless- 
ness of allocating certain classes of costs 
has been indicated by one writer.® Cer- 
tainly there is no reason to allocate any 
indirect costs unless the quality of 
managerial decisions can be improved 
thereby. Unless there exists an ascertain- 
able cost-result relationship between the 
costs allocated and the categories to 
which the allocation is made, the result- 
ing analysis will not enhance managerial 
decisions. Nevertheless, many writers 
display a tendency to allocate all costs, 
lest they fail to “‘account”’ for all costs. 
This results from a confusion of the 
stewardship function of accounting with 
the analytical function of accounting. 

For the purposes of the discussion 
which will follow, the definition of 
“cost” provided by W. J. Vatter is ac- 
cepted: 


“When the general accountant uses the 
term ‘cost’ he should mean the total sacrifice 
involved in acquiring goods or services; the 
term ‘expense’ should refer to that portion 
of such sacrifices assigned to a particular 
accounting period... . Losses represent sac- 
rifices for which there is no particular re- 
turn....On the other hand, the cost ac- 
countant makes a ¢echnica/ distinction be- 
tween expense and cost in that he arrives 
at cost figures by the process of reclassifying 
and assigning the expenses of the period to 
cost units for various purposes. Cost, to the 
cost accountant, is that portion of the ex- 
pense charge which has been assigned to the 
particular batch of production, territory, 
technological or administrative function, or 
other cost unit.””? 


6 Daniel Borth, “Whither Accounting,” NACA 


Bulletin, May 15, 1948, p. 1116. 


A committee of costs of distribution of 
the American Marketing Association has 
set forth five major principles of dis- 
tribution cost analysis:® 


“1, Division of cost as fixed or variable 
is of no practical value in allocating costs to 
customers or commodities and should be 
replaced by a functional grouping of costs. 

2. No difference should be made in the 
basis of allocating a cost item because of 
difference in the way the expense is paid. 

3. Interest on investment should be in- 
cluded as a cost since it is the only means of 
providing equitable cost comparisons. 

4. Labor costs in retail marketing should 
be standardized only so far as the amount 
of time required for each commodity is 
concerned, Each establishment requires a 
different rate per hour to compensate for 
differences in wage scale and in decrease of 
utilization of labor. 

5. No distinctions should be made in 
cost rates between customers according to 
whether their major volume comes at a peak 
period or a low period.” 


Because this is one of the few state- 
ments of general principles of distribu- 
tion cost analysis, it is worth special con- 
sideration. In the first place, there is no 
reason why the functional costs cannot 
be classified as to their fixed or variable 
elements. Sales management costs, for 
example, are relatively fixed over large 
variations in the number or quantity of 
products sold and over large variations 
in the number of customers served. Since 
changes in the number of customers or 
products has little effect upon this func- 
tional cost, it is doubtful whether this 
cost should be allocated in many cases. 
And when it is allocated, it should be 
easily recognizable as a fixed cost. 

Point number two is a sound conclu- 
sion, of which point three is a logical 
outgrowth. For managerial purposes, im- 


7 Chapter by W. J. Vatter in J. J. W. Neuner, Cost 
Accounting (Chicago: Irwin, 1942), p. 589. 
8 Canfield, Op. cit., p. 455. 
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puted costs should be considered when- 
ever a comparison is to be made with 
alternative opportunities. 

It is agreed that only labor time should 
be standardized when inter-company 
comparisons are desired in retail market- 
ing. 

The categorical statement that no dis- 
tinctions should be made according to 
the level of operations is not supportable 
in all cases. In trying to decide upon the 
need for additional investment in storage 
space or the need for additional labor, it 
may be quite pertinent to allocate extra 
costs for the additional resources re- 
quired to fill certain orders which come 
at the peak periods, so that the alterna- 
tives of adding facilities or declining 
orders can be clearly seen in the light ot 
the associated costs and results. 

Since the currently used bases of dis- 
tribution cost allocation have been es- 
tablished on an a priori basis in most 
cases, the remainder of this article, ex- 
cept for the conclusion, shall be devoted 


_ toa consideration of the logic underlying 


these bases. Is there a logical relationship 
between cost and result? 


Selling Costs 


1. Salesmen’s compensation and ex- 
penses: Bases suggested include a per- 
centage of gross margin, the call, or a 
percentage of gross sales.® 

There is no logical basis for assuming 
that either a percentage of the gross 
margin or of gross sales is related to the 
results obtained from a salesman’s ef- 
forts. If all items were equally easy to 
sell, and if all customers were equally 
easy to sell to, and if mark-ups were uni- 
form, and if other distribution costs be- 
haved in a manner identical with sales, 


® Canfield, op. cit. recommends all three bases. 
Neuner, op. cit. recommends the percentage of gross 
sales for product analyses only. 


then either of these bases would be 
logical. However, in such a case there 
would be little need for distribution cost 
analysis. Where the salesman is on a 
salary and where he devotes approxi- 
mately the same time and effort to vari- 
ous customers and products, the call may 
provide a logical and easily determined 
basis of cost allocation. 

For the allocation of salesmen’s salar- 
ies in analyses by customers, the call 
basis has been recommended.” This basis 
is valid if the customers are fairly homo- 
geneous as to their demands upon the 
salesman’s time. 

For commodity analyses, the time 
spent or the potential purchases of cus- 
tomers or the items ordered have been 
suggested." The argument given in 
favor of charging salesmen’s salaries and 
other expenses incurred by salesmen on 
the basis of potentials is that the product 
managers will be encouraged to push 
their respective products because they 
are being charged whether the sale is 
made or not. But it is hard to see that 
there is any relationship between the 
potential sales and the effort expended 
in making the sales. The assumption 
underlying charging on the basis of items 
ordered is that the sales are proportional 
to the effort expended. However, there 
is no reason to believe that all items sell 
with equal ease, and unless this were 
proven, this basis should not be em- 
ployed. The time spent basis is a logical 
basis for allocating salesmen’s salaries 
and related expenses, on the theory that 
the salesmen have alternative products 
to which they may apportion their time, 
and should be stimulated to apportion 


10 C, H. Sevin, Distribution Cost Analysis (Washing- 
ton, D. C.: U. S. Government Printing Office, 1946) and 
H. F. Taggart, Distribution Cost Accounting For Whole- 
saling (Washington, D. C.: U. S. Government Printing 
Office, 1941). 

J. B. Heckert, The Analysis And Control of Dis- 
tribution Costs (New York: Ronald Press, 1940). 
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that time where the return promises to 
be greatest. 

2. Salaries, commissions and expenses 
of missionary salesmen: Working time 
spent in territory, an analysis of sales 
where orders are taken, number of reg- 
ular salesmen in territory, number of 
customers in territory, or calls by mis- 
sionary salesmen.” 

The above bases apply to analyses by 
territory. The working time spent in the 
territory is the most logical of those 
listed if it can be assumed that the mis- 
sionary salesmen work with equal fervor 
each working day. An analysis of sales 
where orders are taken does not take 
into account special promotional efforts 
which may be exerted by missionary 
salesmen, such as assisting dealers to set 
up displays, train dealer salesmen, ex- 
plain cooperative advertising programs, 
etc. Calls by missionary salesmen is a 
suitable basis if substantially the same 
type of task or series of tasks is per- 
formed on each call; where the call is not 
a highly routinized job, the efforts are 
likely to be disproportionate to the 
number of calls. Neither the number of 
customers in the territory nor the num- 
ber of salesmen is a satisfactory basis 
of allocation unless the efforts of the 
missionary salesmen are predetermined 
by one of these factors, and this is usu- 
ally true only when the series of tasks 
performed on each call is highly routin- 
ized, in which case the call may likewise 
be used just as logically; the basis which 
is the easiest to use should determine 
which one is used. when the results are 
practically the same. 

3- Commissions to agents and brokers, 
in territorial analysis: Destination of 
ultimate shipments or average territorial 
distribution of such sales. Where the 
operations of an agent or broker cut 


2 [bid. 
Tbid. 


across territorial lines in a significant 
degree, a territorial analysis of such 
sales must consider the destination of 
ultimate shipments. Where the broker’s 
operations are primarily intra-territo- 
rial, the average territorial distribution of 
sales by brokers and agents may be de- 
termined by a statistical study of sales 
records. In many instances, sales to 
large brokers and agents are handled by 
the home office. Where this is true, there 
is little point to including such sales in 
an analysis of territories; costs should 
not be allocated to cost centers at which 
they cannot be used as a basis for deci- 
sion. 

4. Salesmen’s travel expense: Day or 
mile traveled,“ or the call, where an 
analysis by customers is being made. 

Where the accessibility of the custom- 
ers is fairly equal, the call basis may be 
satisfactory. But where customers are 
clustered in unequal groups, the call 
basis will undercharge those customers 
who are isolated and overcharge those 
who are located in large trading centers. 
The mile traveled does not take into ac- 
count the difference in travel conditions. 
In some cases a fifty mile trip is more 
arduous and time-consuming than a 
hundred mile trip over a superior trans- 
portation system. The day traveled does 
not take into account the difference in 
gasoline or transportation fares used dur.- 
ing the travel day. If practicable, a com- 
bination of the day traveled and the 
mile traveled would probably provide 
the best basis for cost allocation, because 
the expense depends upon both the dis- 
tance covered and the time consumed. 

5. Sales clerical expense: Number of 
orders or number of invoices for a com- 
modity analysis;!* number of sales trans- 
actions, number of orders, invoice lines, 


4 Taggart, op. cit. 
16 Sevin, op. cit. 
6 Heckert, op. cit. 
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number of customers, or number of 
units sold for a territorial analysis;!” and 
number of sales transactions, number of 
shipments, number of invoices, number 
of invoice lines, or total of direct and 
semi-direct distribution costs, for an 
analysis by distribution channels.'* 
Before any sales clerical expenses are 
allocated, the fixed costs should be sepa- 
rated from the variable elements of sales 
clerical expense. In most cases, such 
fixed costs should not be allocated. The 
variable costs can then be allocated ac- 
cording to the basis which, in the par- 
ticular case, is most closely related to 
their behavior. In some cases, a blanket 
order will result in the issuance of several 
hundred invoices; obviously the invoice 
is a better basis than the order when this 
is so. In other cases, numerous orders 
will be shipped and be invoiced period- 
ically on one invoice; here the order or 
the shipment would be a preferable basis. 
Where there is a great disparity in the 
size of invoices, the invoice line is a bet- 
ter basis than is the invoice as a unit. 
The number of units sold is not properly 
related to the clerical effort. It is just as 
easy to prepare shipping documents, 
invoices, and conduct correspondence 
for a shipment of two thousand units of 
Product X as it is for two units. Unless 
each sales transaction is billed separately 
there is no reason to suppose that the 
number of sales transactions will be re- 
lated to clerical expense. One sales trans- 
action may provide for shipments and 
billings over a six-month period; another 
series of sales transactions may be 
shipped and billed on one or a very few 
documents. The number of customers is 
ordinarily a poor criterion unless there is 
homogeneity among the customers. The 
basis for which there is no logic is the 
total of direct and semi-direct costs; 


7 Tbid. 
18 [bid. 


the ability-to-pay principle may be justi- 
fiable for purposes of taxation by govern- 
ments, but it is not appropriate to any 
kind of cost analysis which attempts to 
provide management with the criteria 
for rational decisions. 

6. Sales management and supervi- 
sion: For analyses in general, time spent 
or the number of accounts,!® and the 
sales value of the product;?° for analyses 
by commodity or distribution channel, 
number of salesmen, salesmen’s compen- 
sation, or the total of direct and semi- 
direct costs; for analysis by territory, 
number of salesmen, number of custom- 
ers, number of orders, gross profit, or 
the total of direct and semi-direct costs.” 

The time spent, where it can be ascer- 
tained, is a sound basis of cost allocation 
for sales management and supervision 
costs. The number of accounts may be 
acceptable if it can be assumed that the 
time and effort is spread equally over all 
of the customers of the firm. Although it 
would be desirable for executives to 
devote their major efforts to directing 
sales to the more profitable customers, 
products, territories, or channels of 
distribution, there is no reason to assume 
a priori that the products with the high- 
est sales value are the most profitable, 
nor is there reason to assume a priori 
that the executives in fact do devote 
their efforts in proportion to the profit 
possibilities. If they are not doing so, 
and this supposition is likely, a charge on 
the basis of sales value of product is 
merely a use of the ability-to-pay prin- 
ciple, as is true also of charges on the 
basis of the gross profit or the total of 
direct and semi-direct costs. Salesmen’s 
compensation is a poor basis, for it is 
probable that more executive attention 


19 Canfield, op. cit.; Sevin, op. cit., recommends only 
the time basis. 

20 Neuner, op. cit. 

2! Heckert, op. cit. 

2 Ibid. 
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is devoted to the lower paid and inex- 
perienced salesmen than to the ex- 
perienced, well-paid men. The number 
of salesmen or the number of accounts 
may be a sound basis only if the sales- 
men or the various customers make ap- 
proximately equal demands upon top 
management. Often the executives spend 
the major part of their time where it 
seems most needed rather than in pro- 
portion to the number of salesmen or 
number of customers. 

The desired objective of sales manage- 
ment should be to devote that additional 
thought and effort in the direction that 
promises to yield the greatest return in 
net profits. The actual time, if measur- 
able praciicably, is the proper basis for 
cost allocation. But when a suitable 
basis is not available, it would be better 
not to allocate this cost or any other cost 
than to make a cost allocation when in 
fact the cost bears an inverse relation- 
ship to the result. 

7. Communication (telephone, steno- 
graphic, etc.): For a territorial analysis, 
the number of accounts, number of 
orders, number of sales transactions, or 
number of salesmen;” for an analysis by 
customers, the call; for analysis by 
commodities, the number of orders or 
the number of customers;* and for 
analysis by distribution channel, the 
number of accounts, the number of 
orders, the number of sales transastions, 
or the number of invoices.” 

Use of the number of orders, the num- 
ber of sales transactions, or the number 
of invoices for the allocation of com- 
munication expense causes all of the 
expense to be charged against those cate- 
gories which have produced sales instead 
of those to which the selling effort has 


% [bid. 
* Sevin, op. cit., and Taggart, op. cit. 
* Heckert, op. cit. 

% Ibid. 


been applied insofar as communication 
expense is concerned. If it can be as- 
sumed that the selling effort produces 
equal results in all categories, or if it can 
be assumed that the incurrence of com- 
munication expense follows the com- 
pletion of sales transactions, then the 
use of any of these bases is satisfactory. 
Where all sales arise from brokers or 
from mail order efforts, it is likely that 
the second condition may be met; the 
communication expense would be in- 
curred in following up on sales transac- 
tions. It is seldom safe to assume that 
the same selling effort will produce the 
same result in all categories. If all the 
salesmen employ the communication 
facilities in nearly equal degree, the 
number of salesmen may be a satisfac- 
tory basis. 

In analyzing distribution costs by 
customers, the call may be a suitable 
basis for charging communication ex- 
pense if approximately the same efforts 
per call are put forth. Only a study of 
the particular customers of a given firm 
will yield the answer. 

In analyzing costs by commodities, 
the number of orders is subject to the 
same limitations mentioned above. The 
number of customers is satisfactory only 
when approximately the same attention 
is given to all the customers. 

In an analysis by distribution chan- 
nels, the number of accounts may be 
satisfactory if the same attention is 
given to all customers. The number of 
orders, sales transactions or invoices are 
subject to the defect that costs are 
charged only to the categories which 
produce sales instead of to those in 
which the effort is expended. 


Advertising Expenses 


1. General advertising expense: For 
commodity analysis, the cost of space 
of specific commodity advertising or the 
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sales value of the product advertised;?’ 
for customer analysis, the cost of space 
of specific customer advertising;?* for 
territorial analysis, circulation, circula- 
tion weighted by purchasing power, or 
results of market inquiries.”® 

The space of specific commodity ad- 
vertising seems to be a reasonable basis 
for allocating the cost of space to prod- 
ucts, and likewise, the cost of space de- 
voted to specific customers may prop- 
erly be allocated to such customers in a 
customer analysis. The problem is 
merely one of measuring the space and 
computing its cost. However, there is no 
reason to allocate total advertising costs 
on the same basis unless it can be shown 
that all of the other costs of advertising 
are incurred in preparing copy and art 
work, etc., to fill the space in proportion 
to the cost of such space. 

Use of the sales value of the product 
advertised is another variation of charg- 
ing distribution costs on the basis of the 
ability to pay. It is never justified in 
the preparation of analyses for manage- 
rial use. 

In territorial analysis, the cost of 
preparing and inserting an advertise- 
ment may properly be allocated on the 
basis of either the circulation or the cir- 
culation weighted by purchasing power. 
The latter is to be preferred, on the as- 
sumption that the space was bought 
because of the purchasing power at- 
tributed by the management to the 
particular medium. Circulation is an 
approximation to the purchasing power 
which must be used if purchasing power 
data are not available on the readers of 
the medium. A near perfect basis would 
be one which measured the propensity 
to buy which was induced by the 


27 Sevin, op. cit suggests space costs; Neuner, op. cit. 
suggests sales value. 

28 Sevin, op. cit. 

29 Heckert, op. cit. 


medium among its various readers, for 
managerial decision to advertise would 
be made in these terms and costs al- 
located accordingly. Costs would then 
be proportionate to the effort manage- 
ment had decided should be made. Such 
an ideal measure would have to con- 
sider readership, economic status, and 
various other market characteristics of 
the readers of the medium. This type of 
measurement, like many others which 
may someday become a part of the tools 
of the distribution cost analyst, cannot 
be developed by accounting technique 
alone. The job must be done in part by 
those who measure external data, the 
marketing research men, and it must be 
done with the distribution cost objective 
clearly in mind. 

At first glance, it may seem that the 
use of a measurement which approaches 
the propensity to buy is the use of the 
ability-to-pay principle which has been 
condemned as a basis for cost alloca- 
tions. The propensity to buy a certain 
type of item is not the same thing as the 
sale of a particular brand of item in 
particular, and inasmuch as the purpose 
of making outlays for advertising is to 
affect the propensities to buy, the cost 
of such appropriations should be pro- 
portionate to the basis on which the de- 
cision was made. Costs should be re- 
lated to the resultant advertising effort. 
Costs should not be related to the sales 
resulting from the advertising effort, for 
it is the deviation between the intended 
result and the actual result which is one 
of the objectives of the cost analysis. To 
the extent that such a deviation occurs, 
the need for further analysis to discover 
the reasons therefor exists. Part of the 
task of cost analysis is to help manage- 
ment find when their decisions have 
gone awry and the reason for it. 

Another problem in dealing with the 
allocation of advertising costs is the 
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determination of the costs of copy 
preparation, layout, art work and any 
other variable elements of overhead 
which are allocable to the space (or time, 
in case of radio) which is used. None of 
the writers have dealt with this general 
problem, although Heckert has recog- 
nized its existence.*° 


Transportation 


1. Preparation of shipping documents: 
For either the commodity or customer 
analysis, the invoice line.*! Since the 
cost of preparing documents is primarily 
affected by the number of invoice lines, 
this basis is adequate in most cases. 

2. Assembling outgoing shipments: 
For customer analysis, the number of 
invoice lines;” for commodity analysis, 
the number of orders, the invoice lines, 
the volume unit, or the number of 
standard handling units.* 

The number of invoice lines is not 
necessarily related to the effort ex- 
pended in assembling the shipment; one 
line may have one small item while 
another line may include fifty heavy 
boxes or barrels. The number of orders 
is subject to similar criticism. A volume 
unit may prove adequate if the care in 
handling the items shipped is nearly 
equal. But there are cases where two 
items of equal weight and volume require 
significant differences in the care with 
which they must be handled. Nor is 
weight proportional to the volume; the 
effort may be more nearly proportionate 
to the weight. The number of standard 
handling units, if developed with proper 
consideration of the volume, weight, and 
care required in handling, is the basis 
to be preferred. 

Tbid., p. 47. 

| Taggart, op. cit. 

® Sevin, op. cit. 

% Taggart, op. cit. suggests the order, invoice line, or 


volume unit. Sevin, op. cit. suggests the standard han- 
dling unit. 


3. Packing: For a customer analysis, 
the weight or the number of shipping 
units;*4 for a commodity analysis, these 
in addition to the order, the volume 
unit, or the number of units shipped.* 

Weight is not necessarily related to 
the cost of packing. Heavy pipe fittings 
may be wrapped and packed quickly 
and easily with steel strapping. A lot 
of eggs which weighs half as much may 
require several times the packing mate- 
rial and time as are required by the pipe 
fittings, for example. The volume unit 
does not consider the differences of the 
degree of care required in packing. The 
number of units shipped considers 
neither the care required, the volume, 
nor the size, all of which may affect pack- 
ing costs. Again, a well-defined shipping 
unit will solve the problem of allocating 
a cost which has several factors which 
affect the cost. 

4. Loading: For commodity analysis, 
the order, the volume unit, or the 
merchandise unit. 

The order has no relation to the load- 
ing effort required. One order may have 
a small item which is tossed into a parcel 
post mailbag; another may have items 
which fill a box car. The volume unit 
does not consider the weight nor the 
care required. The merchandise unit, if 
properly defined so as to consider the 
weight, the volume, and the care re- 
quired, will provide a sound basis for 
cost allocation. 

5. Haulage: Truck mile, truck hour, 
order, invoice line, unit of goods sold for 
self-delivery, the hundredweight, the 
thousandweight-mile, the volume unit, 
product-unit mile, the sales value of the 
product, or the merchandise unit.*” 

%4 Sevin, op. cit. 

% Sevin, op. cit. suggests weight or number of units; 
Taggart, op. cit. suggests order or volume unit. 

% Taggart, op. cit. 

37 Taggart, op. cit. suggests truck mile, truck hour, 
order, invoice line, unit of goods sold for city delivery, 
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Where haulage is done by outside 
carriers, an analysis of the freight bills 
will provide for direct cost assignment to 
the proper categories. The allocation 
problems arise when haulage is done by 
the firm itself. 

Among the factors which affect costs 
of self-delivery are the volume used of 
the space in the vehicle used for de- 
livery, the time required to make the 
journey, the distance traveled, the 
weight (which affects unloading time), 
and the care required in unloading. It is 
apparent that the only basis suggested 
which may adequately consider these 
factors is the product-unit mile where 
the product-unit is defined to consider 
the above-listed factors. Special studies 
of a given firm may indicate that certain 
factors can be ignored because there is 
little variation in such factors. If the 
weight is generally proportional to vol- 
ume, weight can be ignored. If the same 
care is required of all items delivered, 
care need not be considered separately. 
In such cases, certain of the other bases 
suggested may be adequate. Seldom will 
the number of pertinent factors be re- 
duced to the point where the invoice line 
or the order can be properly used. And 
the sales value of the product should 
never be used, for reasons mentioned 


above. 


Credit and Collection 


1. Credit approval and administra- 
tion: The number of invoice lines, 
number of orders, number of accounts, 
number of sales transactions, or number 
of credit approvals.** 

How this cost should be allocated de- 
pends upon the method by which orders 


hundredweight, thousandweight-mile, or merchandise 
unit. Sevin, op. cit. suggests number of units, hundred- 
weight; Neuner, op. cit., hundredweight, volume, sales 
value of product; Heckert, op. cit., thousandweight- 
mile, number of units, or product-unit mile. 

38 Heckert, op. cit. 


are approved for credit purposes by the 
particular company. If all orders are sub- 
jected to the same scrutiny, the number 
of orders is an acceptable basis in most 
cases. Where one sales transaction re- 
sults in a large number of orders, that 
group of orders should be processed as 
one, and in such a case the sales trans- 
action will provide a sound basis for 
cost allocation. In actual practice, how- 
ever, the typical sales transaction re- 
sults in one order. The use of the number 
of credit approvals results in charging 
approved orders with the cost of process- 
ing those orders which were disap- 
proved, although in practice this differ- 
ence is likely to be slight if the salesmen 
have studied their prospects’ credit 
ratings before calling upon them. The 
number of accounts will provide a 
proper basis in cases where the customers 
are systematically cataloged as to credit 
rating. In these cases the cataloging will 
usually be the main part of the credit 
approval job, and the actual okaying of 
a particular order will be rapid routine. 
There is no necessary relationship be- 
tween the invoice lines and the cost of 
approving credit, hence this basis is not 
appropriate. 

2. Collection costs: The number of 
accounts, the number of invoices, or the 
number of invoice lines.*® 

There is no necessary relationship be- 
tween collection costs and either the 
number of invoices or the number of in- 
voice lines. The relationship to the num- 
ber of accounts is somewhat closer. A 
more reasonable basis would be to age 
the accounts receivable, and to charge 
collection costs on the basis of the age of 
a particular customer’s account. All 
three of the bases suggested in the cur- 
rent literature have been recommended 
specifically for commodity analysis, 
while the number of accounts has been 

39 Tbid. 
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recommended for territorial or distribu- 
tion channel analysis. It is difficult to 
see why any variation in collection costs 
should be expected to result from differ- 
ences in the commodity sold. What 
might appear to be a difference due to 
commodity is really a difference in the 
customer who buys the commodity. By 


the same kind of reasoning, there is no 


rationale in trying to allocate loading 
costs to the various customers, for load- 
ing is a cost which is affected only by the 
product characteristics. However, once 
a cost has been allocated to product, it 
may then be reasonable to allocate the 
product costs to customers in proportion 
to their purchases of various products, 
in which case proper recognition is given 
to the cause for the variation in the load- 
ing costs. And likewise, in an analysis 
which accounts for the total costs of 
distribution by commodities, customer 
costs must be allocated according to who 
purchased which product. The impor- 
tant thing is that the cause-and-effect 
relationship be candidly shown. 

3. Bad debt losses: Number of ac- 
counts, sales to defaulting customers, or 
the basis used for establishing the bad 
debt reserve.‘ 

There is no quantitative relationship 
between the number of accounts and the 
bad debt losses. The relationship is 
qualitative; bad customers result in bad 
debt losses. The customary basis for 
setting up reserves is to provide a reserve 
related percentage-wise to sales on the 
theory that bad debt losses should be 
anticipated in a period of high sales (and 
probably high profits) so as to take ad- 
vantage of provisions of federal income 
tax laws. This is not adequate reasoning 
for so allocating costs for management 
purposes. Sales to defaulting customers 


© Heckert, op. cit. suggests sales to defaulters or the 
same basis used for setting reserve; Neuner, op. cit. 
suggests the number of accounts. 


is the proper basis, and the only analysis 
in which bad debt losses should be al- 
located is the analysis by customers, for 
such losses result only from the behavior 
of customers. 


General Distribution Expense 


This is a catch-all classification which 
includes some functional costs such as 
distribution cost accounting, marketing 
and sales research, or general executive 
salaries and expenses, as well as natural 
expense items such as pensions, dues and 
subscriptions, general taxes, general in- 
surance, etc. 

It has been suggested that these ex- 
penses all be lumped into one general 
distribution expense and allocated, in 
territorial analyses, on the basis of the 
number of sales transactions, the number 
of customers, the number of distribution 
employees, the budgeted gross profit, or 
the total of all other distribution costs.” 

In some cases the number of customers 
or the number of distribution employees 
may bear a direct relationship to some 
of the expenses included under the 
general category, but not to all. Sales 
research expense may be affected directly 
by the number of sales transactions; the 
more transactions, the greater the effort 
to classify and analyze them. However, 
the budgeted gross profit is strictly an 
ability-to-pay basis and hence improper 
for managerial analyses. Use of the total 
of other distribution costs is another 
variation of the ability-to-pay principle; 
if a territory can bear a high proportion 
of other costs, why can it not bear these 
overhead charges as well, asks Mr. 
Heckert. The only thing to recommend 
the ability-to-pay bases is their ease of 
computation. 

If a rational basis of cost allocation 
cannot be found, it is better not to al- 
locate the particular cost. Pensions are 

“| Heckert, op. cit. 
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an example. They arise from a recogni- 
tion of a social indebtedness to the in- 
dividual arising out of his prior services 
to the company. Had the pension been 
anticipated during those past periods, 
it would have been proper to allocate the 
provision for pension costs on the bases 
provided by the pension agreement, pos- 
sibly in relation to the gross pay of the 
individual. But if this is 1949 and the 
firm is paying a retired worker for 
services he performed between 1908 and 
1948, the pension charge is not properly 
allocable in a 1949 cost analysis. 

The same is true of any other overhead 
items which bear no discernible relation- 
ship to particular analyses being made. 
Certain sunk costs are not reasonably 
allocable in short-run analyses, for these 
sunk costs cannot vary within the term 
of the analysis. 


CONCLUSIONS 


The criteria which will aid in rational 
solution of managerial problems need to 
be better defined. These definitions must 
always consider the economics underly- 
ing the particular problem. 

More use should be made of the 
empirical method in testing the units of 
measurement to determine whether they 
do in fact express a relationship between 
cost and result, and if so, how accurately 
they express it. 

The concept that there is one correct 
cost or one cost approach is wrong. 
Everything hinges upon the managerial 
decision. Interest on the firm’s own 
investment may be disregarded in 
one computation, whereas it should be 
computed as a cost in another where it 
has crucial importance. It is not always 
necessary to account for total costs in a 
given analysis. The purpose of the 
analysis may be served just as well by 
considering only those costs which are 
affected by the criteria being studied. 


There should be a closer integration 
of the results of distribution cost analysis 
with the results of marketing research. 
Distribution cost analysis which is con- 
fined to data provided by the accounting 
system, as most of the present analyses 
of distribution costs are, can show only 
past relationships. Marketing research 
may someday provide a method of pre- 
dicting the number of sales which may 
result from exerting a given promotional 
effort over a certain period of time in a 
defined sales area. But such information 
would mean nothing to management 
until it had been related to other dis- 
tribution cost data. Then a decision 
could be reached on the degree of effort 
to exert, by relating marginal sales and 
marginal costs. 

Another common failing of present 
methods lies in the emphasis on distribu- 
tion cost reduction. This stems from the 
failure to go outside the accounting sys- 
tem for additional information. Until 
other techniques are used to study dis- 
tribution cost-result relationships, tools 
will not be developed for changing past 
actions to more profitable ones in the 
future on the basis of rational decisions. 
It may be true that if present distribu- 
tion cost tools are more fully used, 
profits could be greatly improved. But 
it is even more true that by getting the 
data for use of the margin approach, and 
possibly 1 increasing distribution expendi- 
tures in certain areas, profits could be 
increased even more. The mere analysis 
of past data will not always show such 
possibilities. By gearing the distribution 
cost analysis to marketing research 
findings, the most profitable approach 
may be provided.” 


4 For a comprehensive bibliography on distribution 
cost analysis see Leroy H. Mantell, “Distribution Cost 
Analysis (Basic Information Sources),” U. S. Depart- 
ment of Commerce, 1947; also “Bibliography on Dis- 
tribution Costs,” the Curtis Publishing Company (no 
date). 
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THE PRICE SYSTEM IN SOCIALIZED 


AGRICULTURE 


V. KATKOFF 
The Ohio State University 


ROBABLY since May, 1932, and cer- 
| aoee since Spring, 1934, Russian 
peasants have been allowed to sell their 
produce directly to consumers, either on 
the farmers’ (kolkhoze) market or at 
railroad stations, on piers and streets, 
etc. The market place is owned by the 
government but trading is free, in the 
sense that prices are not regulated 
directly. The government does influence 
prices indirectly; before World War II 
about go per cent of the total commercial 
operations in consumer goods in large 
cities were carried out by state and co- 
operative stores and shops, under a sys- 
tem of controlled prices. Essentially the 
same situation exists today. Theoreti- 
cally, the policy of the authorities as 
regards foodstuffs is to maintain the 
price level so that peasants have suffi- 
cient incentive to distribute their sur- 
pluses to the population. 

The Soviet Union has a forward pric- 
ing system which is supposed to reduce 
risk in price fluctuations of agricultural 
commodities. Prior to World War II, 
prices were announced before or at the 
same time as the publication of the 
government’s plan for the coming year. 
Lately price changes have been an- 
nounced as deemed necessary. These are 
wholesale prices, to be paid by the state 
on any amount it buys. Peasants are 
permitted to sell their produce on the 
open market only after the required 
deliveries to the state are completed. In 
many instances peasants ignore this 
prerequisite and, according to the Soviet 
press, produce is often sold on the open 
market before the fulfillment of state 


obligations, an act punishable by law. 
The surplus, after all obligations are 
met, may be sold to the state for cash, 
bartered for manufactured goods sup- 
plied by the government through the 
village cooperatives, or sold on the 
farmers’ market or any other place. 


Market Fees 


The price received by the peasant on 
the farmers’ market is sufficient to cover 
costs of production and transportation, 
the fee which he must pay upon entering 
the market, and a profit. The fee charged 
for the use of the farmers’ market varies 
from place to place, depending on the 
facilities and services provided by the 
city. Some large markets have storage 
facilities, livestock pens and shelters, 
livestock inspection and other services. 
Smaller markets have only a few stands, 
without storage facilities of any kind 
and without inspection service. The fee 
payable to the city also varies according 
to the sales method involved as may be 
seen from the following list of fees 
charged in the Kirghiz S.S.R. farmers’ 
market on August, 1946:! 

Daily Fee in 


Rubles 
Sales from an automobile or a horse cart 50 
Sales from pack animals 16 
Sales from trays, baskets, arms, push 
carts and stands 10 
Sales of cattle per head 50 
Sales of stock smaller than cattle 20 


On September 1, 1946, the above fees 
were reduced by 50 per cent, bringing 
them close to the prewar level. But even 
at the peak they were not excessive, for 


1 Sovietskaia Kirghizia, August 27, 1946. 
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on July 16, 1944, an eight-year old cow 
producing 45 glasses of milk daily was 
sold at a farmers’ market in Moscow at 
55,000 rubles, calves were sold at 5,500 
rubles, goats in milk for 3,500 rubles, 
and a hen for 800 rubles.” 


Relationship Between State-Controlled and 
Open-Mar ket Prices 


In 1939, only 80 per cent of the 4,244 
farmers’ markets in the country, had 
state or cooperative retail outlets.* Thus, 
most of the farm produce in these 
markets was sold by peasants directly to 
consumers. The purpose of the state 
and cooperative stores at the farmers’ 
market is to supply the peasants with 
needed goods at government established 
prices, to obtain farm produce from the 
peasants for the state-owned stores, and 
at the same time to keep in check the 
price fluctuations of the farmers’ mar- 
kets. Theoretically, by increasing the 
supplies of scarce items in the state and 
cooperative stores and by maintaining 
lower prices, the government can in- 
fluence the price charged by the peasants 
in the farmers’ market. In practice, 
however, because of the scarcity of 
goods and the high incomes of certain 
classes, the spread between state- 
controlled prices and the prices on the 
free market is wider than the Soviet 
press likes to admit. 

In 1940, operating costs in the state- 
owned stores were high, for they had to 
cover a whole range of functions. The 
peasant’s costs were low. If he were close 
to the city, he could send his wife or 
mother, or any non-working member of 
the family, to the market with a dozen 
eggs or some other produce, and the 
only expense he would incur would be 
the market fee. 


2 The American Embassy Report No. 708, July 21, 
1944. 
3M. M. Lifits. Sovietskaia Torgovlia Za 30 Let, 
(Moscow, 1947), p. 115. 


Although state stores have had as one 
of their purposes the checking of the un- 
controlled free market prices, they have 
been unable to do so. Prices on the 
farmers’ market have risen and fallen 
with the supply of farm produce. There 
has always been a considerable diver- 
gence between the two price systems. 
And although prices quoted in the state 
and cooperative stores have been lower 
than those on the farmers’ market, the 
goods have often not been available on 
the shelves. Although low prices have 
been posted on the board, consumers 
could buy only at the farmers’ market. 
In 1940, the state marketing system 
supplied the Soviet consumers with 43 
per cent of their total consumption of 
fresh meat and meat products while the 
other 57 per cent was distributed 
through other channels. This includes 
consumption by the peasants them- 
selves, and by other consumers who 
bought meat products from the peasants 
at the farmers’ market.‘ 

The government, however, has tried 
energetically to change the traditional 
peasant economy by producing larger 
quantities of consumer goods and in- 
creasing trade in the state-owned stores. 
In 1940 the sales in state stores totaled 
174.§ billion rubles, and the plan for 
1941 called for increasing this amount by 
22.5 billion rubles. As a result of in- 
creased production, 1941 prices were 
below those of 1940 and the Soviet press 
pointed out that the state stores had an 
ample supply of a variety of goods. In 
the Kazak S.S.R., 1941 prices on the 
farmers’ markets were 20-30 per cent 
below 1940.6 Similar reductions were 
reported in the Varashilov Oblast and in 
the Ordzhonikadze Krai.’ The down- 


4N. Voznesenskii. Voennaia Economica S.S.S.R. 9 
Period Otechestuennoi Voiny, (Moscow: 1948), p. 126. 

5 Pravda, March 19, 1941. 

6 Tbid., September 2, 1941. 

7 [bid., September 12, 1941. 
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ward trend of prices was interrupted by 
the war. Still, even during the first few 
months of the war, there was a continued 
reduction in agricultural prices while 
the peasants were making up their 
minds about the probable duration of 
_ the conflict and their chances of profiting 
by it. 


Rationing Plan in World War II 


With the beginning of the war, in 
1941, the production of consumer goods 
for civilian consumption ceased, and 
most of the state and cooperative stores, 
except in the large cities, were closed 
owing to the shortage of goods and labor. 
In 1942 the state stores supplied only a 
fraction of what they had supplied in 
1940. Supplies of meat and meat prod- 
ucts were reduced by almost half from 
the 1940 level. By April 1, 1942, all 
people living in cities, towns and in- 
dustrial settlements were put on ration- 
ing. At the same time the government 
divided the country into rationing belts, 
where different prices on food products 
were established. These belts were based 
on the local supply of food rather than 
on costs of transportation, as in the 
United States.* There were seven belts 
for bread and confectionery items, five 
for meat and meat products, five for 
fish and fish products, and four for 
animal fats and vegetable oils. 

Differential prices existed in each 
belt and were applicable to all state re- 
tailing establishments controlled by the 
state. Even the sales from collective 
farms to individual consumers buying at 
the farms were controlled under this law. 
Only the members of the collective 
farms selling the produce derived from 
their individual plots of land were not 
subject to this control. In 1947, the 
Soviet government reduced the belts to 
three in number, making the prices of 


§ M. M. Lifits, op. cit., p. 91. 


commodities more uniform 
throughout the Union. 

The allocation of food was based on 
the minimum requirements of each 
worker and the members of his family. 
Coal miners, for example, received 
larger rations than did office employees. 
At the same time the scarcity of food 
supplies in the state stores forced most 
of the housewives either to rely on the 
food offered on the farmers’ markets or 
to seek it directly from the individual 
peasants at their farms. Because of the 
scarcity of agricultural items in the 
state and cooperative stores, and the 
meagerness of the ration allotments, the 
number of farmers’ markets in 1942 ex- 
panded by 30 per cent over 1941.° Thus, 
the war forced adjustments in the policy 
of the Soviet government towards pri- 
vate trading; instead of suppressing such 
trading, the government actually had to 
encourage it. The peasants reacted to 
the policy by becoming private entre- 
preneurs. Socialistic practice was pushed 
to the background, and the peasants 
again became important producers, 
favors from whom had to be sought tact- 
fully. The shortage of goods and the 
increased demand for their products en- 
couraged them to boost their prices, be- 
ginning in late 1941. The rise continued 
in 1942 and in 1943 the price index for 
field products, such as grain, was 12.6 
times over 1940. For livestock it was 
13.2 times over 1940.'° 


Price Movements during World War II 


The alarming increase in the food 
price index disturbed the Soviet econo- 
mists, and as soon as there was evidence 
of successful counterattack by the Red 
Army in 1943, the administration, be- 
ginning in the middle of that year, in- 
creased the output of consumer goods 


nearly 


Tzvestia, September 8, 1945. 
10 N, Voznesenskii, op. cit., p. 129. 
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for civilian consumption. Sales in the 
state stores increased correspondingly. 
At the same time, large quantities of 
vegetables were grown in victory gar- 
dens and were also offered for sale at 
farmers’ markets. These two forces 
somewhat increased the supply of scarce 
foods and, in 1944, prices on the farmers’ 
markets began to fall. In 1944, retail 
sales of meat were 41 per cent over 1942. 
The increase for fish products was 69 
per cent, for fats and oils 65 per cent, and 
for cereal and macaroni 56 per cent.” In 
the second quarter of 1945, sales of 
cereals increased by 33.6 per cent over 
the second quarter of 1944, potatoes by 
13.0 per cent, and fluid milk and milk 
products by 10.5 per cent. Runaway 
prices on farmers’ markets, if not re- 
duced, were at least checked in 1944. In 
1945, prices were trending downward. 

It is interesting to see in more detail 
how the U.S.S.R. price system operated 
during the war. Unfortunately, there are 
no data for the country as a whole. The 
available data are mostly for the markets 
in the largest cities, like Moscow, densely 
populated by the working class, where 
the government was able to cope with 
the inflated prices in a more effective 
manner than in other parts of the 
country. And even these prices are not 
reliable. Some of the best data available 
are for roast beef. Prices paid by the 
consumer for this item at the farmers’ 
market and at the state stores, in rubles 
per kilogram, were: 


January 1, 1940:"4 
Farmers’ market 


17.00 
State store 10.50 
January 1, 1942:" 
Farmers’ market g0.00 
State store 19.00 
" [bid. 


12 M. M. Lifts, op. cit., p. 124. 

13 Thid., p. 133. 

4 The American Embassy Report No. 274, January 
22, 1940. 

% [bid., No. 1476, February 3, 1942. 


1944: 

Farmers’ market, September 3'* 350.00 

State store, July 15!” 21.50 
1946:18 

Farmers’ market, November 1 52.50 

State store, October 1 30.00 
1947:!9 

State store, December 15 24.00 
195070 

State store, March 1 16.80 
195132 

State store, March 1 14.30 


These figures show that even in 1940, 
before the war, there was a spread of 
61.9 per cent between the prices in the 
state stores and those on the farmers’ 
market. The same sources show that the 
prices of beefsteak, roast beef, potatoes, 
and onions together, on January 1, 
1940, were 71.7 per cent higher on the 
farmers’ market than in the state- 
controlled stores. On January 1, 1942, 
after five months of the war, the prices 
of the same four commodities were 432.0 
per cent higher. 

The peak of inflated prices on the 
farmers’ market was reached in 1943. 
The reasons for inflation were the gen- 
eral scarcity of food, the high incomes of 
some of the workers, and full employ- 
ment. It is interesting to note that in 
1942 and in the first part of 1943 the 
Soviet government tried to maintain a 
more or less uniform price structure in 
its own stores, but had to give up in the 
second half of 1943 because of the high 
prices paid to the peasants. Not until 
1944 did prices in both the farmers’ 
market and in the state stores begin to 
decline. The whole span of 1942-1944 
was a confusing period, during which 
control of food prices was a hodgepodge. 
Food became a currency medium which 
could be exchanged for almost every- 

16 [bid., No. 926, September 9, 1947. 

17 [bid., No. 708, July 15, 1944. 

18 Tbid., No. 18, January 27, 1947 

19 Tzvestia, December 15, 1947. 


20 [bid., March 1, 1950. 
2! Pravda, March 1, 1951. 
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thing else. Unsanitary and unpalatable 
food was often sold, jeopardizing the 
health of the population and creating 
still another problem for the administra- 
tion. 

To overcome the weakness of the food 
distribution system and the high prices, 
which led to the starvation of many 
members of the socialistic society, the 
Soviet of the Towns of the R.S.F.S.R. in 
1945 assigned 170 million rubles for the 
improvement of farmers’ markets, the 
building of storage facilities and the 
maintenance of produce inspection. The 
administration encouraged the peasants 
to sell their produce at farmers’ markets 
rather than on the streets, where inspec- 
tion was impossible. At the same time 
it improved the situation in the state 
stores and increased their allocation of 
scarce consumer goods.” 


First Official Reduction in State Store 
Prices 


The first official reduction in food 
prices in state stores was decreed on 
August 21, 1945. This decree reduced the 
prices in state food stores in Moscow, 
Leningrad and in other larger cities of 
central and northern Russia by 15 per 
cent, and in the southern regions by 14 
per cent.” This selective price reduction 
did not affect the rural parts of the 
Union. The effect of this decree was re- 
flected in the reduction of food prices 
sold by the peasants, simply because 
farmers’ markets are located in large 
cities. Prices of meat in the farmers’ 
markets in the Novosibirsk, Chelyabinsk 
and other oblasts (regions) of Siberia in 
September, 1945, were reduced by 50-60 
per cent against September, 1944. Milk 
prices during the same period were re- 
duced by 54~73 per cent. Potatoes ex- 
perienced the deepest cut, with prices in 


Tzvestia, September 8, 1945. 
Tbid., August 21, 1945. 


September, 1945, almost reaching the 
prewar level.* But this decline in prices 
on farmers’ markets had started even 
before the decree became effective as 
may be seen from the following list of 
retail prices in Vladivostok (in rubles per 
kilogram) :* 


May 5, Fune 21, 
1945 1945 
Butter 600 500 
Bacon 580 410 
Lard 500 400 
Beef 280 200 
Rice 250 190 


There was no uniformity in the price 
reductions from region to region, as is 
evident by comparing the list of prices 
above with the following list of state 
retail prices in Moscow before and after 
the decree (in rubles per kilogram) :** 


Fuly 31, August 21, 
1945 1945 
Butter 54 40 
Bacon 50 5° 
Lard go 26 
Beef 22 17 


To end this price disparity called for 
drastic action, and the Soviets ultimately 
responded by abolishing the rationing 
system. The Soviet government origin- 
ally planned to end rationing as early as 
1946, but the drought in the western 
parts of the Union in that year not only 
delayed this program but also resulted in 
further increases in prices. This led to a 
sharp increase in prices on the farmers’ 
market, increased speculation, and the 
drawing up of measures to combat such 
speculation. As a result of the drought 
and the uncompromising state price 
policy, the cost of various family units of 
food in November and December, 1946, 
rose 180 per cent over the prices of the 
same amount of food in August of the 
same year. Prices on some items rose 
almost 500 per cent. For the average 

% Tbid., September 8, 1945. 


2% The American Embassy Report, July 2, 1945. 
% Ibid., August 22, 1945. 
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family it was necessary either to add 
another worker to the family or to reduce 
the consumption of food, or both. The 
peasants resented this state of affairs. 
They refused to work in the fields, and 
only by militant persuasion was the 
Soviet administration able to force them 
to work on the 1946 harvest. 

To pacify the resentment and to com- 
pensate for the increased cost of living, 
on September 12, 1947 the government 
reduced prices on various food products 
in the state stores from 15 to 30 per 
cent.2? Under this decree, reductions in 
the price of fresh meat ranged up to 20 
per cent, and of meat products up to 30 
per cent. The price of fresh fish and fish 
products was reduced 20 per cent, and 
of butter and lard 16 per cent. Simul- 
taneously there was an increase in the 
supply of foods in the state stores and 
the peasants were forced to reduce their 
prices too. Then on December 15, 1947, 
a decreee was issued devaluating the 
ruble, decreasing prices and, at long 
last, abolishing rationing.?® Under this 
decree retail prices in state stores were 
reduced 12 per cent on bread and flour, 
and Io per cent on cereals and macaroni. 
This decree was responsible for some re- 
duction in prices on the farmers’ market 
throughout the Union, especially in 
milk, dairy products, vegetables and 
meat. 

Prices of meat in the second half of 
August, 1948, were cut 20 per cent in the 
Stalingrad and Alma-Ata oblasts, in the 
Groznoi Oblast 32 per cent, and in the 
Sochi Oblast 28 per cent. Milk also be- 
came cheaper. In the Kiev, Gorki and 
Stalingrad oblasts milk prices were re- 
duced by 20 per cent. In the Viluynsk 
and Riga oblasts butter became less ex- 
pensive. Vegetables became plentiful 
and cheaper. In the Moscow and Stalin- 


27 Tzvestia, September 13, 1947. 
Tbid., December 15, 1947. 


grad oblasts potatoes were 30 per cent 
cheaper, and in the Gorki Oblast price of 
potatoes was reduced 60 per cent.”® 
How much of these reductions in 
prices on the farmers’ market were due to 
the decrease in retail prices in the state 
stores and how much to the devaluation 
of the ruble is a question for speculation. 
Perhaps the devaluation of the ruble 
was the greater influence. Regardless of 
which measure was the more responsible 
for the decrease, the two together forced 
down the prices on farmers’ markets in 
the first quarter of 1948 31 per cent be- 
low those of the first quarter of 1947. 
By 1948 prices were so reduced that the 
purchasing power of the ruble was in- 
creased 41 per cent, and real wages were 
increased 51 per cent, over 1946.*! 
During 1949, there was some reduc- 
tion in the prices of consumer goods 
manufactured from farm products, but 
no major reduction in the prices of the 
food sold by peasants on the farmers’ 
markets. The policy followed by the 
Soviet government in 1949 was, as it is 
now, to increase the supply of consumer 
goods and not to reduce the prices of food 
sold by the peasants by any decrees. Nor 
did the Soviets at this time intend to 
increase the wage rates to compensate 
for the increased cost of living. The 
government hoped, by increasing the 
production and lowering the price of 
consumer goods, to bring about a re- 
duction in the prices of food products on 
the farmers’ market. Their theory was 
that if the peasants were able to buy 
goods and services at lower prices, they 
would be willing to sell their own produce 
at lower prices. Thus the gap between 
marginal cost and marginal revenue 
would be reduced. Still following this 


29 Izvestia, September 8, 1948. 

% Tzvestii Akademii Nauk S.S.S.R., No. 1, 1949, 
p. 29. 

3 Pravda, April 15, 1948. 
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policy, the government obviously does 
not want to be harsh with the peasants. 


Later Price Reductions in State Stores 


On March 1, 1950, the Soviet govern- 
ment issued a decree which reduced 
prices of 101 food categories sold in the 
state stores. Price reductions ranging 
from 10 to 35 per cent embraced 234 
items in all.*? According to the Soviet 
planners, these reductions were to save 
the Soviet consumers 80 billion rubles. 
Because of these reductions and the in- 
creased supply of consumer goods, prices 
on the farmers’ market were expected to 
be lowered and thus save consumers 
another 30 billion rubles, or a total of 
110 billion rubles. Even if this expecta- 
tion was too optimistic, there is no doubt 
that the decree did increase the pur- 
chasing power of the ruble, increased 
real wages of workers, and improved the 
economic condition of the peasants, who 
now were able to buy at lower prices. 
Because of the stimulated purchasing 
power, the demand for all kinds of goods 
increased. The peasants responded by 
offering more of their surpluses and at 
lower prices. For example, Pravda, 
March 25, 1950, stated that the prices 
of potatoes, dried fruits and nuts on the 
farmer’s market were reduced 50 per 
cent and that price of vegetable oil was 
reduced 25 per cent. This, it should be 
noted, was not a seasonal price change. 

On March 1, 1951, another price re- 
duction was announced. In comparison 
with the price reduction of March, 1950, 
this price cut was mainly in foodstuffs 
rather than in consumer goods manufac- 
tured from cotton, wool, linen, silk, and 
leather. These latter products were kept 
at the same price level as prevailed the 
year before. Most foodstuffs, many 


® Tzvestia., March 1, 1950. 


household goods, kitchenware and minor 
building materials were reduced 10 to 21 
per cent. Fresh meat and several meat 
products were cut 15 per cent. Flour, 
bread, bakery products, cereals, fats and 
oils, and dairy products were reduced 
15 per cent. Fresh fish and fish products 
were cut 10 per cent. Furniture items 
were reduced 20 per cent.* 

The Soviets expect that this latest 
price reduction will have the effect of in- 
creasing the purchasing power of con- 
sumers patronizing state and coopera- 
tive stores by 27.5 billion rubles. In 
addition, it is expected that the farmers’ 
markets will reduce their prices by 
another 7.0 billion rubles, making a total 
gain for the Soviet consumers of 34.5 
billion rubles.** Pravda estimates that 
this reduction will increase real wages of 
industrial workers 15 per cent and the 
purchasing power of the peasants 16 per 
cent. Both Pravda and Jzvestia estimate 
the increase in the purchasing power of 
Soviet consumers, as a result of all price 
reductions announced between 1946 and 
1951, at 401.5 billion rubles. 

This increase in purchasing power 
would be impressive by itself. But this is 
not the whole story. In 1946, the Soviets, 
who were able to control wage levels 
more effectively than price levels, raised 
the wage level of workers 8.8 to 36.6 
per cent, the average increase being 19.5 
per cent. Even with this wage increase 
many workers, especially the low-paid 
office employees and various state de- 
pendents, have been unable to patronize 
the farmers’ markets and have had to 
get along without items unavailable in 
the state stores. It is this scarcity of con- 
sumer goods and the inadequacy of the 
Soviet distribution system that forces 
the Soviets to tolerate a double pricing 
system. 


33 Pravda, March 1, 1951. 
Tbid. 
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Future Price Outlook 


Prices on the farmers’ markets will be 
higher as long as the qualities and quan- 
tities of the foodstuffs sold by the state 
stores are inadequate. On the whole it is 
doubtful that in the near future the 
prices charged by the farmers’ markets 
will be reduced to the level of prices 
prevailing in the state stores, for this 
would mean elimination of peasants’ 
profit. Nor is it likely that the state 
stores’ prices will drop to the 1940 level. 
Meat prices in the state stores are about 
36.2 per cent higher now than they were 
in 1940 and the Soviet index of food 
prices is probably about 40.0 per cent 
above 1940 level. Wage rates are about 
20.0 per cent above 1940 rates. This 
means that in 1951 the Soviet wage 


earner patronizing the state stores can 
buy approximately 20.0 per cent less 
with his wages than he was able to buy 
in 1940. But if he has to buy his daily 
necessities on the farmers’ market, his 
real income is reduced by more than 20.0 
per cent. 


Again, because of inefficiency and the 
disorganized distribution system, the 
Soviet government needs these small 
food producers and distributors in order 
to maintain an orderly supply of food 
for the urban population. As long as they 
are needed, the Soviets will tolerate their 
presence in the socialized economy. As 
soon as their services are no longer es- 
sential, they will probably not be per- 
mitted to operate as they have in recent 
years. 
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Committee Report 


AN OUTLINE OF DISTRIBUTION COSTS 


Prepared by a sub-committee of the Distribution Cost Committee: Charles H. 
Sevin, Chairman; and Reavis Cox, Edward R. Hawkins, and Richard M. Clewett. 


Epitor’s Note: Committee Reports, after approval by 
the A. M. A. Board of Directors, are printed in the Jour- 
NAL @s submitted, without revision by the Editorial 
Board of the Journat. 


HE Distribution Cost Committee is 

preparing an outline of the field of 
distribution costs, of which the first 
part is presented below. The Committee 
has the following principal objectives in 
mind in preparing this outline: 

It is hoped that the outline will help to 
clear up several widespread misconcep- 
tions concerning distribution costs. This 
outline could serve as the framework for 
a comprehensive and integrated treat- 
ment of the subject of distribution costs; 
and provide the basis for suggesting and 
defining specific feasible research proj- 
ects. 

The ideal outcome of such research 
and analysis would be a comprehensive 
and coordinated series of articles on 
distribution costs, which could be pub- 
lished as a special issue of the JouRNAL 
OF MARKETING or in a book sponsored by 
the American Marketing Association. In 
any event, it is hoped that publication 
of the outline may serve to stimulate 
research in this field. 

Subsequent parts of the outline will 
follow as additional reports of the Com- 
mittee. 


Part I 


COSTS, PRODUCTIVITY AND 
EFFICIENCY IN MARKETING 


I. Does Distribution Cost Too Much? 


A. Distribution cost studies have shown that 
generally it costs as much to distribute 
goods as to fabricate them. Often, distri- 
bution costs more than fabrication. The 
reaction of many people is that distribu- 
tion costs are, on the face of it, too high 
and that the marketing system is in- 
efficient. 

B. Equally widespread is the belief that 
distribution costs, in some sense, have 
been rising steadily, whereas production 
costs have been falling. The reaction of 
many people is that the efficiency with 
which the marketing process is con- 
ducted has failed to improve as rapidly 
as the efficiency of other main segments 
in the economy, such as farming and 
manufacturing. 

C. There is no logical basis for concluding 
from the available data that distribution 
costs are “too high,” or that marketing is 
“inefficient,” or that the “efficiency” of 
the marketing system has failed to 
improve as rapidly as that of manu- 
facturing and agriculture. On the other 
hand, it is not easy to demonstrate on 
any objective basis that these conclusions 
are erroneous. 

D. It is very important to arrive at valid 
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conclusions concerning distribution costs 
and the “efficiency” of marketing. With- 
out such conclusions, we can achieve 
only a limited understanding of the 
development and functioning of our 
entire economy; furthermore, we must 
be handicapped severely in trying to 
improve the effectiveness of resource 
utilization in our economic system. 


Il. What Is Meant by “Efficiency of the 


Marketing System’? 


A. What is usually called the problem of 


efficiency in distribution is really two 

related but different problems: 

1. The problem of value productivity. 

2. The problem of technical or en- 
gineering efficiency. 


B. The problem of value productivity con- 


cerns itself with such matters as: 

1. The extent to which marketing pro- 
duces wealth in our economy. 

2. The extent to which marketing tends 
to maximize the economy’s aggregate 
production of wealth. 

3. The extent to which marketing tends 
to maximize its own output of wealth 
per unit of labor, or natural resources, 
or both, that it uses. The problem 
can be stated the other way around 
by considering the extent to which 
input is minimized per unit of output 
of wealth. 


C. The problem of technical or engineering 


efficiency concerns itself with such mat- 

ters as: 

1. For the performance of any given task 
does marketing use the best methods 
available to it, “best” being defined 
as whatever maximizes output per 
unit of input? 

2. Does marketing use each of these best 
methods with maximum effectiveness 
in terms of maximizing output per 
unit of input? 


D. A thoroughgoing attempt to evaluate the 


efficiency of the marketing system must, 
therefore, take many points of view. 
These may range from concentration 
upon a narrow mechanical or physical 
problem to consideration of the welfare 
of the whole economy. 


E. 


An evaluation of the efficiency of mar- 
keting in this broad sense can be made 
by: 

1. Analyzing historical changes. 

2. Comparing marketing and nonmar- 
keting (sometimes inaccurately called 
“‘production”’). 

3. Comparing different aspects of mar- 
keting with each other—for example, 
wholesaling with retailing or grocery 
stores with jewelry stores. 

4. Comparing different ways of doing the 
same tasks in marketing—for example, 
truck transport with railroad trans- 
port or personal with nonpersonal 
selling. 

The concept of efficiency in its narrow 

meaning has been carried over into 

economic analysis from the science of 
mechanics and refers to the ratio of “‘in- 
put” to “output.” Thus the problem of 
defining and measuring “input” and 

“output” is basic to evaluating pro- 

ductivity and efficiency in marketing, 

and to determining whether distribution 
costs are in some sense too high. 


G. The concept of productivity adds to the 


concept of efficiency a consideration of 
valuation and choice derived from re- 
ligion, philosophy, ethics, and economics. 


III. How Can Marketing “Output” 
Be Measured? 


The problem of defining and measuring 
“output” in marketing has not been 
solved. What is attempted here is merely 
to state a few propositions that seem to 
be valid and that make a start toward 
solving the problem. 
In a consumer-oriented economy taken 
as a whole, “output” means the total 
amount of “‘consumer satisfaction” cre- 
ated. 
As a practical matter, no procedure 
exists for measuring the total amount of 
consumer satisfaction produced by mar- 
keting, and none is in immediate pros- 
pect. 
1. To assume that the consumer satisfac- 
tion produced by the marketing sys- 
tem is equal to “input” in marketing, 
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as measured by marketing costs, is to 
beg the whole question of efficiency 
and productivity in marketing. In 
this measure the ratio of input to 
output remains the same regardless of 
the way the total resources are used 
or the nature of the end product. 

2. To assume that the consumer satis- 
faction produced by the marketing 
system is equal to total marketing 
margins also begs the whole question 
of efficiency in distribution. The fact 
of purchase does not indicate that the 
marketing services associated with a 
purchase necessarily yielded consumer 
satisfaction in proportion to what was 
paid. In many cases, relative prices 
and therefore margins, do not reflect 
the difference in service rendered. 
Furthermore, we cannot safely assume 
that the output of consumer satisfac- 
tions increases in proportion to the 
increases in total margin charged. 


3. To use the phrase “‘value added by 
distribution” instead of ‘marketing 
cost” as has been urged by some, is 
also equivalent to saying that con- 
sumer satisfaction is equal to input. 
Although the “value added” concept 
is used in manufacturing, it is no more 
valid there as a measure of output 
than it would be with reference to 
marketing, for it involves the un- 
warranted assumption that the con- 
sumer correctly evaluates the utility 
of goods and services and makes a 
rational calculation of alternative 
expenditure. 


4. If total marketing costs or marketing 
margins cannot be assumed as equal 
to the total amount of consumer 
satisfaction produced by the market- 
ing system, then some other measure 
of the output of marketing must be 
sought. 


D. Useful results can be achieved in measur- 


ing the output aspects of technical 
efficiency (as distinct from value produc- 
tivity) by defining output in terms of 
limited but measurable physical or 
financial units, such as: 


E 


1. Ton-miles of transport and passenger- 
miles or person-miles travel. 
2. Ton-months or dollar-months of stor- 
age. 
3. Number of seller-buyer contacts ar- 
ranged. 
4. Transactions arranged or effectuated 
or carried out. 
The difficulty of measuring output is not 
peculiar to marketing. Manufacturing 
and agriculture, in fact, the whole econ- 
omy, are faced with the same problem so 
long as value is defined in terms of utili- 
ties, satisfactions, or services to con- 
sumers. In agriculture, extraction, and 
manufacturing, however, the question is 
usually ignored. Because the goods pro- 
duced are “tangible,” it is taken for 
granted that they represent a value at 
least equal to the “‘cost”’ (i.e., the “in- 
put’’) of the resources used in the process. 
Since “production” and distribution 
work together as a team it may be im- 
possible to measure the contribution of 
each to output just as it is impossible 
(except at the margin) to impute separate 
productivity to land, labor, and capital 
working together in a business enterprise. 


IV. How Can Marketing “Input” 
Be Measured? 


Measurement of input encounters diffi- 
culties analagous to those raised by the 
measurement of “‘output”’: 

1. In a consumer-oriented economy, 
input must be measured in terms of 
individual effort or sacrifice, and 
these are just as intangible and 
difficult to measure as consumer satis- 
factions. 

2. Since “‘production” and distribution 
work together as a team, input is often 
incurred jointly. Division of input 
between the two is to some extent 
(and often to a large extent) arbitrary. 
For that reason, the meaning of the 
division is always more or less un- 
certain. 

It is somewhat easier to find limited but 

measurable physical units of “input” 

that seem, on the basis of common sense, 
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to have significance as indicators of 
effort or sacrifice. 

4 1. The method used in most studies of 

the total “cost of distribution” is to 
count marketing expenditures by tak- 
ing the gross margins of businesses 
primarily engaged in distribution (for 
example, wholesalers and retailers) 
plus the marketing expenditures of 
enterprises not primarily so engaged 
(for example, manufacturers). These 
expenditures have no invariable rela- 
tion to human effort; but the ex- 
penditure of money is in some sense 
a “sacrifice.” 

2. In the measurement of changes in 
efficiency over time, the use of mar- 
keting cost figures stated in dollars 
must be adjusted for changes in the 

general price level. 

7a 3. Such measures as man-hours devoted 

to an activity seem to have some sig- 

nificance as measures of effort or 
sacrifice, although they are far from 
exact. 


V. What Difficulties Arise in Computing Ratios 
of “Input” to “Output,” However 
Measured? 


gee 3 A. Judgments as to the efficiency with which 

ae | resources are used in marketing must 

allow for the difficulty of the task per- 
formed. 

- 1. If one man can carry 50 pounds on 

level ground but two men are needed 
to carry the same load up a mountain, 
it obviously cannot be said on the 
basis of simple output-input ratios 
that the two-man team is less efficient 
than the individual. Yet there is 
much analgous reasoning done in the 
name of comparing economic effi- 
ciencies. 

2. Marketing output, in terms of con- 
sumer satisfaction, does not neces- 
sarily reflect differences or changes in 
the difficulty of the marketing task. 

There is reason to believe that develop- 

ment and specialization of the economy 

has increased the size and difficulty of the 
marketing task, partly but not wholly 


because they have shifted some costs 

from production to distribution. 

1. The size and difficulty of the market- 
ing task has increased with the spread 
of mass production because it is neces- 
sary to disperse over a wide market 
the products of any large-scale manu- 
facturer and to assemble at the point 
of consumption the products of vari- 
ous specialized producers. 

2. Technological developments in pro- 
duction alone fall far short of explain- 
ing how change and progress are ac- 
complished. This is where marketing 
comes in. Marketing does not merely 
satisfy existing demand; in a very real 
sense it creates new demand. It paves 
the way for new products, gains 
acceptance of innovations and trans- 
forms the strange and unfamiliar into 
the wanted and familiar. The combi- 
nation of technological development 
and dynamic marketing facilitates the 
achievement of a rising standard of 
living and the growth of the economy. 
This combination also, however, re- 
sults in seeming to reduce the share of 
production in costs and, correspond- 
ingly, to increase the share of dis- 
tribution. 

3. Such changes in the division of tasks 
between production and distribution 
affect the output-input indexes for 
marketing and for production without 
regard to the real productivity or 
efficiency of either. 


C. The change over the last 150 years from 
an economy of local small-scale produc- 
tion with “low” marketing costs to an 
economy of specialized mass-production 
with “high” marketing costs, offers a 
prima facie evidence that the second 
combination is in general more “effi- 
cient” than the first. 


Research is needed to answer such ques- 

tions as: 

1. What are the effects of such produc- 
tion techniques as mass production 
and specialization by product or func- 
tion upon distribution costs and out- 
put-input ratios? 
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2. What are the actual trends in the rela- 
tive production and distribution cost 
input components for individual in- 
dustries and for the economy as a 
whole, and what are the related trends 
in consumer satisfaction? 

3. Where the nature of the work done is 
so different as it is between production 
and marketing, how can outputs be 
compared? 


E. Until a thoroughgoing effort is made to 


overcome difficulties of concept and 
measurement of this sort, the measure- 
ment of input and output and meaningful 
measures of efficiency based upon analyz- 


ing input-output ratios must be kept 
modest both in purpose and scope. 


VI. Conclusion 


There is no basis for concluding that dis- 
tribution costs are too high, or that 
marketing has either failed or excelled in 
improving its efficiency or productivity. 
A good deal of qualitative analysis must 
accompany attempts to measure quanti- 
tatively the efficiency or productivity of 
resource use in the marketing system, or 
in any other segment of the total 
economy. 
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Marketing Notes 


PUTTING THE MARKETING RESEARCH DEPARTMENT ON 
THE EXECUTIVE LEVEL 


OBERT ELpeER and some others who 
have in their talks and writings 
traced a brief history of marketing re- 
search say that when the high-pressure 
salesmanship of the 20's proved in- 
adequate in itself to move goods in the 
30’s, management turned to more cal- 
culated methods of market appraisal and 
sales stimulation. That is to say, market- 
ing research began to be an accepted tool 
of business management. 

Its growth was steady during the 
1940’s, but it was largely a growth of 
theory and fact, because in many com- 
panies marketing research was a 
pampered late child. Marketing research 
departments were born all over the 
American business scene during the 40’s, 
but because of World War II and post- 
war prosperity which, incidentally, many 
marketing research departments mis- 
judged, few marketing analysts were 
ever put to the test. That is to say, 
business was pretty generally good, and 
a great many marketing research de- 
partments have survived a decade with- 
out their efforts ever being measured 
against the scale of profit-making. As a 
matter of fact, many departments were 
the casual children of high corporate 
taxes. 

We are, of course, in an extension of 
that period of the 40’s. There is no im- 
mediate evidence that business manage- 
ment generally is going to ask a great 
deal more of marketing research during 
the next several years than it has in the 
past. 
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But the day will come when the 
marketing research manager will be ex- 
pected to make day-to-day or hour-to- 
hour decisions just as is the production 
manager. American business history in- 
dicates that in periods of reduced sales, 
employment, and profits, management 
tends to look upon any function that 
fails to contribute to the day-to-day 
manufacturing or marketing of goods as 
a luxury. In the field of engineering and 
product research this lesson was learned 
in the 1930’s. Almost without exception, 
company-operated laboratories turned 
their attention to problems having 
great immediacy, such as reduced mate- 
rial and manufacturing costs, product 
re-styling for increased sales appeal, 
etc. Even those companies which main- 
tained a successful long-range engineer- 
ing research program, during that period 
kept short-range research in the front. 

Such times will eventually come upon 
marketing research. The question, | 
think, is whether the business as a whole 
will have fallen into the muscle- 
atrophying habits of big-scale planning 
or whether it will accept the fact that it 
is purely a tool or mechanism of manage- 
ment to be used as frequently and al- 
most as casually as a drafting board, a 
dictaphone, or an inter-office communi- 
cation system. 


Organizational Level of Marketing Re- 
search 


A great deal has been said and written 
about whom the marketing research 


# 


Rs 
ig 
~ 
i 
| 
| 
Ray 


MARKETING NOTES 


57 


manager should report to. Most every- 
one in the business seems to agree that 
it is desirable for the marketing research 
manager to report to as high a corporate 
official as possible; for example, the presi- 
dent or the chairman of the board. I 
submit that many of the same people 
who cry that the marketing research de- 
partment should be a wing of the presi- 
dent’s office are guilty of operating a 
department which works in such a 
specialized realm that it can never truly 
be a function of the executive depart- 
ment. 

As company size grows, the number of 
people reporting to the president or other 
chief executive tends to be reduced. The 
larger and more complex the corpora- 
tion, the more necessary it becomes to 
classify skills, talents, and responsibilities 
into sub-groups so that on decisions of 
detail there is a buffer between operating 
heads and the executive office which 
must plan on a broader basis. 

If the marketing research department 
is concerned solely with those six or 
eight major functions that the National 
Industrial Conference Board says it is in 
most cases, it automatically seeks a 
level somewhat below that of the sales 
manager in the corporate organization 
chart. Further, if the marketing research 
department has fallen into the habit, as 
so many have, of presenting reports that 
belabor the techniques used rather than 
the ends accomplished—that are, in 
effect, riddles instead of results—then 
too the marketing research department 
seeks its own level, for it must expect 
that between itself and top management 
there will be interposed an interpreter. 


Suggestions for Improving Marketing Re- 
search 


The following specific proposals are 
offered to guide the way toward greater 
versatility in marketing research and 


therefore, to greater prestige, service, 
financial rewards, and perhaps, if it is at 
all important, to eventual recognition as 
a profession. 

No. 1. Report results and recom- 
mendations, not tables and techniques. 
How you arrived at a decision may be 
interesting to you, but it is detail to an 
executive. You are assumed to be 
technically competent to do your job, 
or you should not have the job. A chemi- 
cal engineer who reports in detail what 
chemicals he put together in performing 
day to day research seldom gets the 
ear of the president. Top executives 
want guidance, suggestions, and results. 
They are seldom impressed with and 
often suspicious of an employee who 
dwells upon the special language and 
procedures of his own special field. 

No. 2. Sell your entire line. A manu- 
facturing plant is set up on the theory 
that production will be in balance as 
regards various items in the line. When 
production is out of balance, profits de- 
cline. The same thing is true of a mar- 
keting research department. To make 
money for the company, there should be 
a constant balance between the type of 
projects the department is performing at 
any given time. Emphasis should also be 
put on the “sell.”” That is one of the 
places where defining marketing research 
as a profession, rather than a business, 
gets us into trouble. Most of our profes- 
sions, rightly or wrongly, sit and wait 
for business. A marketing research de- 
partment cannot afford to do that. 

No. 3. Do not wait for management to 
suggest projects and areas of work; 
make suggestions to management on 
where marketing research can be used 
effectively. Top management can never 
be and should never be fully conversant 
with all the details of the operations of 
any of its departments. If marketing re- 
search is to be a wing of the executive de- 
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partment, it should translate its abilities 
into executive needs. 

No. 4. Make sure there is agreement 
upon what the marketing research de- 
partment is to do on a given assignment 
before it starts out. Be sure the question 
to be answered is defined. I have seen 
carefully prepared reports submitted by 
marketing research departments or mar- 
keting research agencies, which manage- 
ment received with surprise and disap- 
pointment because the report did not 
cover the problem. In such a case, it is 
usually assumed that the marketing 
research manager made the mistake. 
Whether he did or did not is immaterial 
in such an argument because the work is 
wasted, and wasted overhead work is the 
purest waste and is invariably looked 
upon by management with a jaundiced 
eye. 

No. 5. Get out of the office. Few well- 
run businesses are run from a desk. The 
most aggressive business managers to- 
day see customers, suppliers, stock- 
holders, employees, politicians, and 
others in their native habitat. The 
marketing research manager and ana- 
lyst, if they are to operate on an execu- 
tive level, need to follow suit. All the 
monographs and census figures you can 
collect in your office are worthless unless 
applied to your company’s problems, 
and to really understand their applica- 
tion, it is necessary to understand the 
business. A proper understanding of the 
whole business can be gained only by 
getting out. 

No. 6. Report results on assignments 
in terms of cost-saving or profit-making. 
That is not easy, but it is important. 
Corporate suggestion systems really 
came of age only when somebody finally 
realized that it should be possible to put 
a dollar and cents value to the company 
on every suggestion. Likewise, advertis- 


ing in recent years has been fighting the 
battle of financial results—reporting in- 
quiries on the basis of cost per inquiry 
or sales on the basis of dollars of sales 
per dollar of advertising’ expenditure. 
The same thing can be done on market- 
ing research although it is not easy and 
requires real ingenuity. Instead of recom- 
mending that salesman A’s territory be 
reduced because of a summary of 
reasons that seem irrefutable, put in the 
added fillip of showing dollar savings to 
the company by reducing his territory. 
Instead of saying that it is apparent that 
your company should be able to capture 
2 per cent more of the total asbestos 
market, show what those additional 
sales would do to the company’s profit 
and loss statement. That is the key to 
adoption of the reports instead of filing 
for future reference. 

No. 7. Do not be afraid to do another 
department’s work. A number of market- 
ing research departments have built a 
little fence around themselves, and as 
soon as their work moves toward the 
field of another department, they throw 
the responsibility upon that department. 
They avoid an accounting problem, or an 
engineering analysis, or any activity 
which is not strictly their own. That is 
an excellent way to shift blame, but it 
tends to create a bureaucracy which is 
wasteful to the company and eventually 
dangerous to you. I am not suggesting 
that marketing research department 
people should set themselves up as ex- 
perts in all fields. That brings up point 
No. 8. 

No. 8. To be fully effective the mar- 
ket research department should work 
with all other departments, not simply 
sales or engineering. If it is to be an 
executive department, it must work as 
the president’s office does, with equal 
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interest in and assistance to all depart- 
ments. 

No. 9. While maintaining a program 
of economic or marketing planning for 
the company, do not be afraid to take on 
projects which become actually an 
analysis of single units. Many marketing 
research operations seem to avoid any 
analysis which becomes a customer-by- 
customer study rather than a study of 
the whole field. They seem to feel that 
when a job becomes specific, it becomes 
the work of the sales department. How- 
ever, it should be borne in mind that in 
many industrial companies the number 
of customers and prospects is extremely 
limited, and good market analysis is 
nothing more than a searching scrutiny 
of every single customer or prospect. 

No. 10. You should know what is 
going on in the technical research de- 
partments at all times. Your best friend 
and closest ally should be the Director of 
Product Research. Your effectiveness 
will be greatly increased if the market- 
ing research Cepartment is in at the start 
on new product planning rather than 
becoming a factor of market determina- 
tion after product development is com- 
pleted. 

No. 11. Whether your are required to 
or not, make monthly summary reports 
to your management listing very briefly 
assignments completed during the past 
month, work in process, and that on the 
agenda. Operate your department on a 
business basis. 

No. 12. Run your department on a 
budget whether you are required to or 
not. Make cost estimates before you 
start on all assignments, and keep costs 
showing the money expended to do in- 
dividual jobs. In all cases, whether your 
management says you must or not, you 
should be prepared at any time to ex- 
plain the operations of your department 


in terms of benefits to the company and 
costs as well. 


Conclusion 


All of that is a very pat pattern; the 
reaction of some people is ‘Well, that’s 
all well and good if the marketing re- 
search department already reports to 
the president, but some of the things 
you suggest our company won’t stand 
still for or isn’t interested in.” The 
question then is, “How does the market- 
ing research department officially be- 
come a wing of the president’s office?” 

It does not do it because the president 
reads a speech by a marketing research 
manager saying that that is where the 
department belongs. It does not do it 
because the president becomes convinced 
that his marketing research manager is a 
whiz on the technicalities of market 
analysis. 

It does do it when the president is con- 
vinced that the marketing research de- 
partment looks, acts, talks, and thinks 
like a business manager. Organization 
charts are built around individuals, and 
management theories are rationalized to 
fit them. The reputation of individuals 
is, in turn, built upon the way they 
operate and the contributions they 
make. 

In my opinion, the name marketing 
research is in itself too limiting a term. 
Basically a good marketing research de- 
partment is a management research de- 
partment. If it becomes highly special- 
ized, it probably does not even deserve 
the term marketing research but instead 
should be called the business library 
department, or the economic analysis 
department, or the sales statistical de- 
partment. 

A versatile marketing research depart- 
ment is the seat of the greatest business 
opportunities. It is by all odds the most 
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logical place for training young execu- 
tives. It should be top management’s 
feeding ground. If that conception is 
accepted, there is perhaps a different 
outlook on employment of new people 
for the marketing research department. 
A sound grounding in the principles of 
marketing research is desirable and in 
many cases essential, but it is not a 


WHAT ECONOMISTS SHOULD 


ost economic theorists apparently 
conceive of the marketplace as a 


small open square in which producers 
display their wares, rent free, and to 
which consumers travel to inspect the 
offerings and to make their purchases 
on a cash and carry basis. In this partic- 
ular world there are no brokers, no 
wholesalers, no retailers, no railroads, no 
delivery trucks, no advertising, no sales- 
men—in short, no marketing. Actually, 
of course, the marketing functions of 
transport, storage, communications, etc., 
would be performed by producers and 
consumers but the imagined scale of 
operations is so small that no one agency 
is specialized in any one marketing func- 
tion. If the economist was not wrapped 
so securely in the cloud of comparative 
statics, he would not only recognize this 
but would also realize that the problem 
of introducing the results of technologi- 
cal progress into a big, busy market re- 
quires a great deal of advertising and 
selling. 

Unfortunately, the formal study of 
marketing is a comparatively recent 
phenomenon. There are several instances 
of courses in marketing being taught 
prior to 1915, but the real development 
did not occur until the rapid evolution of 
schools of business in the years during 


* A paper presented at the American Marketing As- 
sociation Convention, Chicago, December 28, 1950. 


substitute for hiring young men and 
women for the native abilities and per- 
sonalities which must already be present 
if they are to some day grow into busi- 
ness managers. 

A. MarsTELLER 
The Marsteller Co. 
Chicago, Illinois 


KNOW ABOUT MARKETING* 


and immediately following World War 
I. In 1923 there were several marketing 
texts available, and there was enough 
self consciousness to warrant the or- 
ganization of an association of teachers 
of marketing and advertising.! From 
then on the field has grown steadily. 


The Institutional Approach 


In order to understand marketing, it 
is important to recognize that it emerged 
as a field of study during that particular 
period of time when American econo- 
mists were developing the institutional 
approach to their field. Anyone ac- 
quainted with the history of economic 
thought is aware of the reaction against 
“classical” economics in the period im- 
mediately preceding and following World 
War I and the determined efforts to 
develop a “real understanding” of eco- 
nomic forces by studying economic 
activity at first hand. The prominence of 
such men as Thorsten Veblen, Wesley 
Clair Mitchell, and John R. Commons, 
to mention only a few, is sufficient to 
document the point that this era was 
strongly institutionalist in its character. 

Whether influenced by the develop- 
ments in economics or whether a product 
of the same forces that led economic 


1 Hugh E. Agnew, “The History of the American 
Marketing Association,” JouRNAL OF MARKETING, V, 
No. 4 (April, 1941), Pp. 377. 
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theory into institutionalist channels, the 
early study of marketing was marked by 
an effort to describe and measure the 
exact nature of the activities involved in 
the marketing of goods. Studies in this 
direction were stimulated by the dis- 
covery that certain basic functions were 
common to all marketing operations and 
that the principal difference between the 
marketing of different goods lay in the 
allocation of these functions between 
the various functionaries in the field. 
This so-called “functional” approach to 
the study of marketing is today an in- 
tegral part of all introductory marketing 
courses. 

The development of marketing as a 
separate study also occurred at a time 
when changes of considerable magnitude 
were occurring in the relative importance 
of various marketing agencies. In the 
years 1920 to 1930 even the casual ob- 
server could recognize the increasing 
importance of the chain store, the rising 
importance of direct sales by manu- 
facturers to industrial consumers and 
large retailers, and the declining im- 
portance of the mail order house and the 
full-line wholesalers. The problem of 
documenting these changes, explaining 
their causes, and estimating their ulti- 
mate impact occupied a considerable 
part of the energies of marketing men 
during the formative years. The inaugur- 
ation of the first national census of dis- 
tribution in 1930 is evidence both of the 
changes occurring in marketing and of 
the energy of students of this field who 
recognized the need for factual informa- 
tion. 

The influence of these factors is most 
clearly seen in the introductory or gen- 
eral textbook in marketing. Almost 
without exception, these books contain 
a general statement concerning the scope 
and magnitude of marketing activities, 
a statement and discussion of the mar- 


keting functions, a description of the 
major marketing institutions and a state- 
ment of their changing relative im- 
portance, a description of the agency 
structure in the marketing of various 
types of commodities, a discussion of 
marketing legislation, and an evaluation 
of cost and efficiency in marketing. The 
order in which the subjects are pre- 
sented, the attention devoted to each, 
and the information on additional sub- 
jects varies widely, of course, from book 
to book. 


The Managerial Approach 


In rather sharp contrast to the early 
study of marketing, which was strongly 
grounded in institutional economics, the 
development in recent years has been in 
the “‘managerial” aspects of the field. 
Marketing has always occupied both the 
general area of the arts and sciences and 
the less well-known grounds of the pro- 
fessional schools. The aim and purpose of 
the teaching of marketing has been both 
the preparation of the individual for an 
intelligent understanding of and par- 
ticipation in the world in which he lives 
and the education of a person capable of 
making good decisions in his capacity as 
a marketing executive. The advanced 
courses in marketing have always been 
strongly managerial in character, but in 
recent years there has been a tendency 
for the managerial point of view to reach 
down into the introductory courses, 
once the exclusive domain of the institu- 
tional economist. An explicit recognition 
of this situation is indicated by the fol- 
lowing paragraph from the preface to 
Duddy and Revzan’s recent textbook in 
the field. 


The approach to the study of marketing 
made in this text is frankly institutional. 
The authors make no claim to originality 
since other texts in this field also make use 
of this approach. Too often, however, the 


| 
>. 
z 
Aig 
d 
‘ 
| 
» 
4 
3 
4 


62 


THE JOURNAL OF MARKETING 


use of this method is obscured by the intro- 
duction of “managerial” or “problem” ma- 
terial, or is overshadowed by a commodity 
analysis or by a theoretical discussion of 
price determination.” 


Strangely enough, the increasing im- 
portance of the managerial approach 
actually tends to bring economists and 
marketing men closer together. In place 
of the renunciation of formal economic 
analysis so characteristic of the institu- 
tionalists, there is at least a willingness 
to examine the contributions of economic 
theory to the managerial problem of 
price determination and price policy. 
Quite naturally interest centers in those 
aspects of economic analysis dealing with 
the behavior of the individual firm. Dis- 
cussions of the nature of the demand and 
cost curves for the firm under monopoly, 
oligopoly, imperfect, and pure competi- 
tion have value to marketing men. Even 
more interesting are the efforts by 
statisticians and econometricians to 
measure the shape of these curves from 
data available to the individual firm. The 
introduction of the concept of the 
“kinked” demand curve, with its im- 
plication of price rigidity, has been of 


_ particular interest in spite of the recent 


attacks on this notion. Admittedly, the 
marketing men who follow these de- 
velopments are primarily the academic 
group but the important point is the 
willingness of these men to apply theories 
to particular situations. 


Shortcomings of Economics 


While it is diffitult to express the 
opinion of a number of persons, it is 
probably fair to say that the attitude of 
those marketing men sympathetic to 
economic analysis is, in the main, highly 
critical. Much of the criticism is based on 
grounds quite familiar to the economist 


2 E. A. Duddy, and D. A. Revzan, Marketing (New 
York: McGraw-Hill Book Company, Inc., 1947), p. v. 


but there seems to be a greater im- 
patience on the part of marketing men 
with the acknowledged limitations. 
Whether this impatience is due to a feel- 
ing that an ox is unnecessarily being 
gored as a result of the oversimplifica- 
tions and wrong assumptions in economic 
analysis will not be debated here. If this 
should be the case, however, economists 
can be sure of a continuing interest on 
the part of marketing men. If, as is more 
likely the case, this is not true, the na- 
ture of the future relationships is more 
open to doubt. 

For what it may be worth, a brief 
listing is presented of some of the short- 
comings in the usual statement of the 
demand and cost situation for the in- 
dividual firm. These are highlighted by 
the study of marketing. For one thing, 
the illustrations given in economic 
theory apply primarily to the simplified 
case of a single plant producing a single 
product. Marketing students are keenly 
aware that the actual situation usually 
presents a multi-product firm with in- 
volved joint cost relationships. Although 
some very interesting solutions have 
been worked out for relative prices in 
the multi-product case in monopoly, 
the general solution for the multi- 
product firm in pure competition is not 
so well known. If it were clearly under- 
stood that pricing under pure com- 
petition leads to the allocation of a joint 
cost in proportion to what the market 
will bear whenever there are fixed pro- 
portions in the amount of output (i.e. in 
a discriminatory manner if any other 
basis of allocating joint costs is used), it 
would be considerable help to the mar- 
keting executive who is faced with the 
problem of pricing a new joint product. 

Another criticism of the usual analysis 
is the complete disregard of calendar 
time. Perhaps this is particularly irritat- 
ing to the marketing man because he 
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deals with a world in which changes 
through calendar time are of great im- 
portance. A wider use of the concepts of 
instantaneous demand, intermediate de- 
mand, and long run demand, each witha 
calendar time connotation, would help 
the marketing man understand economic 
analysis, and would give him an insight 
into the short-run and long-run aspects 
of his pricing problems. 


Declining Long Run Costs 


A more fundamental criticism of eco- 
nomic analysis concerns the assumption, 
held generally by economists, that the 
long-run cost curve for the firm is U- 
shaped. In marketing management, the 
explicit goal is to secure a larger and 
larger volume of business with no 
economic limitations except that the 
business-getting costs do not exceed the 
marginal income. This goal carries the 
implicit assumption that the costs of 
production for the firm remain the same 
or tend to fall as the output of the firm 
increases. Since this assumption is in 
direct contradiction to the notion held 
by economists, some effort should be 
made to reconcile the difference. 

Economists have recognized that a 
monopolist may operate on the declining 
side of the long-run cost curve and have 
therefore tended to associate falling costs 
with the existence of monopoly. Students 
of marketing can testify, however, that 
efforts to expand the quantity of goods 
exists when there are no barriers to 
entrance into an industry. The theory of 
monopolistic competition, which. recog- 
nizes freedom of entrance into the in- 
dustry, also suggests that equilibrium 
will be reached with the firm operating 
on the downward side of the U-shaped 
cost curve. Even though this theory 
assumes the existence of a large number 
of weak monopolists and implies a degree 
of price flexibility and ease of entrance 


and exit to industry which does not fit in 
well with observed facts, the important 
point is that the theory is consistent with 
but does not reguire a U-shaped cost 
curve. 

In contrast to these theories, it is 
clear that no individual firm will devote 
resources to increasing the quantity of 
goods sold unless it is faced with both a 
downward sloping or discontinuous 
(“kinked”) demand curve and a con- 
stant or decreasing cost of production. 
The fact that efforts to increase the 
quantity sold is characteristic of a very 
large segment of the economy indicates 
that declining long-run cost curves are 
more the rule than they are the excep- 
tion. 

Once the notion is accepted that the 
long-run cost curve is downward sloping 
over an indefinite range of output, a 
whole new area of economic analysis is 
suggested. Given a declining long-run 
cost of production and recognizing that 
transport costs rise as the increasing 
output of the firm is distributed to the 
market, emphasis is shifted to the prob- 
lems of plant location, price discrimina- 
tion, and non-price competition. In- 
cidentally, this approach is consistent 
with the fact that government regulation 
is necessary when the rate of decline in 
the cost curve for the plant is so rapid 
with respect to the size of the market 
that it produces a “natural” monopoly. 
Where the rate of decline of the cost 
curve is not large and when there are a 
number of substitute products, it ap- 
pears that freedom of entrance into the 
industry will serve adequately as the 
basic technique of social control. 


Infinite Quality Variation 


The existence of non-price competition 
is another indirect criticism of the as- 
sumptions underlying economic analysis. 
Non-price competition means the effort 
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to secure a larger share of the market 
through the improvement of quality, 
the provision of extra services, large 
scale advertising, etc. The fact that these 
activities do occur not only gives further 
evidence of a declining long-run cost 
curve, but it brings out clearly that there 
is a limited number of variations in the 
quality of goods available on the market. 
The basic assumption behind “pure” 
competition is not only that all possible 
variations in quality and price are avail- 
able in the market, but that each of the 
various qualities is produced by a large 
number of independent firms. In monop- 
olistic competition, it is usually as- 
sumed that all quality variations are 
available, but each variation is produced 
by a single firm. If either of these as- 
sumptions were the case, it would be 
impossible to engage in non-price com- 
petition because the variations in quality 
would already be existent in the market. 
One of the most difficult problems in 
marketing management is the deter- 
mination of product quality; conse- 
quently, any attention to this area on 
the part of economists would be most 
welcome. Given the nature of the rela- 
tive preferences for each of the product 
variations and given the rate of decline 
of the relevant cost curves, it should be 
possible to solve for the number of 
different product qualities that would 
be produced and the division of the 
market between them. Moreover, the 
analysis would reveal the factors tending 
to increase or decrease the number and 
nature of the product qualities available 
in the market and would thus make the 
existence of non-price competition a 
special case of a more general theory. 


The Maximum Growth Concept 


Perhaps the most serious criticism of 
economic analysis concerns the basic 
assumptions by economists that the 


primary goal of the firm is profit 
maximization. Marketing men and 
others who have had an opportunity to 
deal with the motivation of business 
managers are inclined to the view that 
the situation is considerably more com- 
plex. Wroe Alderson in his article in 
“The Theory of Marketing” has sug- 
gested that the primary aim of any 
organized behavior system, including 
the business firm, is first survival and 
secondly growth.’ This indicates that 
the high interest of business men in 
profits arises from the fact that they are 
the conditions of survival and growth. 
If these were true, a monopolist would 
reduce prices whenever possible to secure 
growth, but would not reduce prices 
below cost because this would threaten 
survival. The actions of the Aluminum 
Corporation of America of reducing 
prices during the period it was the sole 
producer of aluminum is consistent 
with this hypothesis. Illustrations of 
situations where business organizations 
placed survival and growth above maxi- 
mum profits are found in many areas of 
marketing. For example, it is well known 
that firms are unwilling to drop the 
production and sale of certain products 
or cease doing business in given areas 
or with specified customer groups even 
though it can be shown that profits 
would thereby be increased. Similarly, 
there is little interest in the argument 
that selling or advertising efforts should 
be reduced whenever there is no clear- 
cut evidence that the costs produced an 
equivalent revenue. A firm interested in 
maximizing its profits would not be likely 
to balance a doubtful income against a 
known cost of getting that income. 

This is not the place to argue the 
merits or demerits of the proposition 
that entrepreneurs are more interested 


* Cox and Alderson, Theory in Marketing (Chicago: 
Richard D. Irwin, 1950), Ch. 4. 
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in growth than they are in maximizing 
profits. The ultimate test is whether or 
not a theory built around this assump- 
tion provides a better explanation of ob- 
served events than a theory constructed 
around some other assumption. If, how- 
ever, the adoption of this assumption 
should add to our stock of knowledge, it 
would demonstrate that the interplay 
between the economist tool maker and 
the marketing man as tool user is a two- 
way proposition. 


Importance of Marketing Research 


Quite apart from their mutual dis- 
satisfaction with the current state of 
economic theory, marketing men and 
economists have a common interest in 
recording and analyzing the economic 
behavior of individual consumer. The 
pioneering work in this direction was 
undertaken by marketing men _ in 
business organizations who introduced 
the consumer survey. By trial and error, 
and with help from statisticians and 
psychologists, these men have worked 
out the basic procedures for securing a 
relatively complete and accurate record 
of individual economic behavior. It is 
now possible by the use of such tech- 
niques as intensive interviewing, store 
audits, and consumer panels, to measure 
the rate of purchase and prices paid for 
a wide variety of goods. In fact there are 


' several organizations that have been 


recording consumer purchases on a con- 
tinuing basis for a period of ten years or 
more. 

Marketing research was designed for 
and will probably continue to serve 
marketing management. An economist 
would have little interest in the major 
findings of marketing research because 
they deal with problems hidden away in 
that general category known as ceteris 
paribus. The marketing man knows that 
the rate of sale of a given product de- 


pends not only on its price but upon its 
availability in the market, the con- 
venience of the package size, the in- 
formation buyers have about the prod- 
uct, and whether or not that information 
is based on first hand experience, hear- 
say, advertising, etc. In addition, varia- 
tions in the rate of factory shipments 
through time may be caused by changes 
in the amount of inventories carried by 
dealers or consumers. It is important for 
marketing policies that the exact cause 
of a given rate of sale or a given change 
in the rate of sale be known, hence the 
need for marketing research. 

Although the economist may be un- 
affected by the difference in factory 
shipments and actual consumption, he 
ought to have some interest in discover- 
ing the degree to which it is possible to 
secure information about the economic 
behavior and intention of consumers. 
That there is some interest in this direc- 
tion is indicated by the use of marketing 
research data in verifying the effects of 
various economic controls during the last 
war. A more striking illustration of the 
possibilities in the use of the method is 
the wealth of information uncovered in 
the Survey of Consumer Finances spon- 
sored by the Federal Reserve Board and 
conducted by the Survey Research 
Center of the University of Michigan. 
Other studies using the survey technique 
are currently being conducted in con- 
nection with various economic problems, 
particularly the business cycle, but the 
scope and power of the technique is not 
nearly so well known among economists 
as it should be. For example, had there 
been a well-designed consumer panel 
producing information on a continuing 
basis, similar to that secured on a 
periodic basis by the Survey of Con- 
sumer Finances, the impact of Regula- 
tions W and X would be much more clear- 
ly understood than is currently the case. 
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Whether or not the economist adopts 
the tool of marketing research, and 
whether or not he heeds the criticisms of 
economic theory by those who know the 
market place, he should be aware of the 
importance of the managerial approach 
to marketing. Under the institutional 
approach marketing and economics are 
concerned in part with the same ends, 
but make use of widely different means 
in reaching those ends. Under the 


managerial approach, marketing and 
economics are concerned with different 
ends but make use, in part, of the same 
means. If there is to be any fruitful 
working relationships between the two 
disciplines, it seems more probable that 
it will occur under the managerial ap- 
proach. 

GeorcE H. Brown 
University of Chicago 
Chicago, Illinois 


READERSHIP OF FOOD-STORE ADVERTISING 


NUMBER of food wholesalers, pro- 

ducers, and advertising agents who 
handle food accounts have commented 
on my findings in studies of housewives’ 
food-buying habits made in Milwaukee 
in 1948. Perusal of the figures ort reader- 
ship of, and buying influences attributed 
to, food-stores’ advertisements almost 
invariably has brought forth from them 
the remark: “I didn’t think they ran 
that high!” So I dug around for addi- 
tional evidence. I unearthed some that 
lay buried in a survey I made in 1938 in 
Oak Park and River Forest, Illinois, 
which dealt only incidentally with this 
subject, and excavated a bit more from 
a survey made by A. C. Nielsen Com- 
pany in 1941, in seven states in the 
Midwest (I omit analysis of other 
pertinent surveys, data on which, un- 
fortunately, are published in a manner 
apt to conceal upward biases).! 

These three studies suggest that 
roughly three-fourths of the housewives 
within two midwestern metropolitan 
areas frequently read food-store ad- 
vertisements in newspapers, and that 
roughly half of the housewives do so in 
all of the “Midwest” (which includes 
proportional representation of house- 
wives in small cities, in which relatively 


! The seven states are listed in Table 1, footnote 5. 


fewer newspapers, containing smaller 
foodstore lineage per issue, are circu- 
lated). 

The proportion of housewives in- 
fluenced in their buying by food-stores’ 
newspaper advertisements, within about 
two months before date of interview, 
was somewhat higher in Milwaukee in 
1948 (for which the findings are 39 per 
cent of all housewives surveyed, or 52 
per cent of those surveyed who frequently 
read food-stores’ advertisements), than 
in Oak Park and River Forest in 1938 
(for which the findings are 31 per cent of 
all surveyed, or 41 per cent of frequent 
readers). (No data on buying influences 
are presented in the survey of the ‘‘Mid- 
west.””) Two factors seem to explain such 
a difference in buying influence between 
the two metropolitan areas: average real 
income per family is substantially lower 
in Milwaukee, hence the characteristic 
bargain appeal of food-stores’ advertis- 
ing may be more effective; and food- 
stores’ newspaper lineage was relatively 
greater in Milwaukee in 1948 than in 
Oak Park and River Forest in 1938, 
hence there was relatively more exposure 
per housewife to this sort of buying in- 
fluence. 

The striking similarity of these find- 
ings for two different heavily-populated 
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TaBLe 1.—READERSHIP AND Buyinc INFLUENCE oF Foop-Stores’ 
ADVERTISEMENTS, AS REPORTED IN SurvEYs! 
(For Two Classes of Media) 
Per Cent of Housewives Who Frequently 
Read, or Are Influenced by, Food- 
Stores’ Advertisements 
Item, and Medium? Oak Park and 
Milwaukee River Forest “Midwest” 
Survey, Survey, Survey, 
1948, by 1938, by 1941, by 
R. H. Oakes R.H.Oakes A.C. Nielsen 
(Sample (Sample Company 
of 607)* of 314)" (Sample 
of 2319) 
Housewives who frequently read food-stores’ advertisements 
Among all surveyed: 
Read in direct-mail and (or) handbills.................... 38, 42 38* 
Among all surveyed who receive the medium® 
Read in direct-mail and (or) handbills.................... 63 b 
Housewives recently influenced in buying by food-stores’ adver- 
tisements 
Among all surveyed: 
Influenced by newspaper advertisements.................. 39 - 33 » 
Influenced by direct-mail and (or) hand-bills.............. 17 14 b 
Among all who frequently read the medium 
Influenced by newspaper advertisements................. 52 41 
Influenced by direct-mail and (or) hand-bills.............. 45 » » 


1 The sampling designs for these surveys are intended to reduce the sampling errors below the levels which ran- 


dom sampling would have yielded. 


* Each classification of media excludes “shopping news” papers. 
3 Ralph H. Oakes, privately- circulated studies of food- ae habits. 


‘ Ralph H. Oakes, “Effectiveness of . 
collected in preparation thereof. 


. Media. 


” Domestic Commerce, May, 1939, and unpublished data 


5 Increasing Profits in Food Stores (Chicago: A. C. Nielsen Co., 1941), pp. 16, 19. The area surveyed includes 
cities of more than 2500 population in seven midwestern states: Ill., Ind., lowa, Mich., Minn., Ohio, and Wis. 
6 Newspaper circulation within the samples, i in per cent, is: Milwaukee, 97; Oak Park and River Forest, 98; 


“Midwest,” 
ments is: Milwaukee 60; other areas, not given. 


not given. The per cent receiving direct-mail ‘and (or) hand-bills containing food-stores’ advertise- 


* Should be read “not more than "38 per cent, probably somewhat less” (source data are not precise for this 


combination of media). 
> Not given in source. 


areas, in surveys widely separated in 
time, may be, of course, an accidental 
similarity. I suspect that it is not; my 
suspicion is fortified by findings in the 
two surveys regarding food-stores’ “di- 
rect-mail and hand bill” advertisements. 

Frequent readership of direct-mail and 
hand bills containing food-stores’ ad- 


vertisements is reported by 38 per cent 
of all housewives surveyed in Milwaukee, 
and 42 per cent in Oak Park and River 
Forest. For the “Midwest” (which in- 
cludes, as has been noted, housewives in 
small cities in proper proportion to those 
in large cities), the available data sug- 
gests that frequent readership of food- 
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stores’ direct-mail and hand bill ad- 
vertisements does not exceed 38 per 
cent.” 

Recent influence on housewives’ buy- 
ing by such advertisements is reported 
by 17 per cent of all housewives surveyed 
in Milwaukee, and by 14 per cent of all 
surveyed in Oak Park and River Forest; 
among housewives surveyed who fre- 
quently read direct-mail and hand-bill 
advertisements, the proportions recently 
influenced in their buying by such ad- 
vertisements are, respectively for the 
two areas, 39 and 33 per cent. 

Here again, as in the figures for news- 
papers, readership is almost the same 
within the two metropolitan areas (al- 


2 The source is not precise for this class of media; its 
classifications are not all identical with those used in my 
studies. 


MOBILIZATION FACTORS 


N CONSIDERING the relationship be- 
I tween the marketing processes and a 
defense mobilization economy, there are 
two approaches. One of them deals with 
what the marketing function and its 
personnel can do under these conditions; 
the other deals with the effect economic 
mobilization will have on marketing. 
The second approach is discussed here. 

The quite definite effects and in- 
fluences which economic mobilization 
has on marketing can be discussed under 
the following four heads: 


1. Inflation 

2. The selling organization 

3. Materials, products, and controls 
4. Manpower 


Inflation 
One of the most acute and far-reaching 
* Condensed from a speech before the Philadelphia 


Chapter, American Marketing Association, January 16, 
1951s 


though less than for newspapers, pre- 
sumably because of lower exposure); 
and, here again, buying influence is 
relatively greater in Milwaukee—for the 
same reasons, I believe, as those ad- 
vanced above in connection with food- 
stores’ advertisements in newspapers. 

Table 1 summarizes the evidence and 
provides additional details. Perhaps the 
question ‘“‘are food-stores’ advertise- 
ments under-rated by food marketers?” 
warrants further investigation, especially 
by food producers who may choose, in 
crying their wares, between space in 
food-stores’ advertisements and similar 
space in advertisements separate from 
those of food stores. 

Ravpu H. Oakes 

Loyola University 
New Orleans, Louisiana 


AFFECTING MARKETING* 


effects of a mobilized economy is infla- 
tion. The cause of inflation under present 
circumstances is obvious and can be 
simply stated:—cut-backs in civilian 
supply against a steady upward surge in 
buying power and demand. Little can 
be done at this time to change the ele- 
ments of this equation except to increase 
production; and this is a prime goal of 
the National Production Authority. An 
organizational unit has been set up in 
NPA to devote itself exclusively to this 
objective, and the outlook for results 
seems good. Definite plans for produc- 
tion expansion have been completed; 
some of them are already in operation. 
In the field of marketing, inflation 
means higher and higher prices, higher 
wages, higher costs, higher risks, specu- 
lation, hoarding, anticipatory buying by 
business, and panic buying by the con- 
sumer. All of these symptoms of infla- 
tion are perfectly normal reactions of 


= 

n 
h 
1 


MARKETING NOTES 


69 


human beings reaching for security—a 
basic urge, whether a person be a busi- 
ness man, a banker, a clerk, a laborer, a 
housewife, or a national government and 
its people. 

Pending a time when the basic remedy 
for inflation—increased production—is 
available, artificial means, such as price 
controls, rationing, credit controls, sav- 
ings campaigns, and increased taxes, 
must be restorted to. Such controls are 
distasteful to business and to the con- 
sumer. Although many do not realize it, 
controls of this sort are also distasteful 
to the government. Yet, the fire has to 
be put out or controlled by someone, and 
the government necessarily inherits the 
job. Whom else could be called upon? 

The danger lies in the down-swing 
after inflation, which is never quite 
forecastable, with loss of demand, sales 
declines in transactions and in dollars, 
and sharp and extensive mark-downs 
resulting in inventory losses which could 
spell business failure. Undoubtedly, how- 
ever, retailers quite generally have 
learned their lesson about dangerous 
inventory accumulations, and their past 
experience and good judgment will re- 
duce this danger to a minimum. In 1920, 
retail inventory losses following un- 
precedented accumulations on a rising 
market were critical for the majority 
of firms, and fatal to a great number. 
After this lesson, it was heartening to see 
that the substantial mark-downs in 
many lines from the peak prices follow- 
ing World War II caused little trouble 
that had not been anticipated in the 
form of cash reserves for inventory de- 
preciation. There is little reason to be- 
lieve that retailers have forgotten these 
lessons, or that they will accumulate 
dangerous hoards of inventory under 
present inflationary circumstances. 

As long as the merchant sticks to good 
merchandising principles, buying goods 


on a current market to sell in that mar- 
ket, whether it be up or down, he is on 
relatively safe ground. If he wants to 
gamble, on the other hand, he must face 
the risks as well as the lure of speculative 
profits. 

The current trend toward the invest- 
ment of surplus funds by individuals in 
real things, even common stocks, repre- 
sents a healthy situation in which mil- 
lions of small-income persons acquire 
property and a financial interest in our 
business institutions. As more and more 
of our lower income families become part 
owners of businesses with which they 
deal, a more alert, intelligent and re- 
sponsible consumer market is_ being 
built. This joint ownership will 
strengthen the American free enterprise 
system. 


The Selling Organization 


A natural reaction of business is to cut 
expenses wherever an expenditure does 
not appear to be necessary, or where the 
expenditure does not give promise of 
increasing the sales or the profits of a 
firm. On this principle many sales or- 
ganizations, marketing research, and 
customer relations programs will un- 
doubtedly be crippled or scrapped. A 
dangerous situation exists, however, 
when a business is led, under temporary 
economic circumstances, to let its selling 
activities, its sales and service organiza- 
tion, and its market research program 
fold up. Many firms permitted this to 
happen in World War II and regretted it 
later. There is much that a sales or- 
ganization and advertising effort can do, 
when, on the surface, selling is no prob- 
lem. 

A firm must keep the public alive to a 
desire to buy its product. Certainly most 
firms with brands which have been de- 
veloped in public acceptance over a 
period of years have a large-size invest- 
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ment to protect in this respect. If less 
disposable income is left with the con- 
sumer by reason of high taxes, then the 
job of advertising is intensified to reach 
for those fewer dollars in a still com- 
petitive market. The American business- 
man was not raised in a school of “live 
and let live” but in an atmosphere of 
“dog eat dog.” Of course, the rules of 
business competition in this country are 
much more gentlemanly than might be 
indicated by that phrase. But we cannot 
and do not want to teach our business 
community new non-competitive habits. 
Marketing in this country will find a job 
to do, even in an economy of austerity. 
As long as the public is to be given com- 
petitive choices, advertising automati- 
cally becomes a needed and continuous 
activity. 

The salesmen and the sale organiza- 
tion can also serve well, even though 
there is little to sell except service, con- 
servation, and good will for future 
business. When goods become plentiful 
again, the buyers who have had friendly, 
personal treatment from sellers in this 
seller’s market will remember those sup- 
pliers. 


Materials, Products and Controls 


There can be no doubt about the effect 
of economic mobilization on the supply 
of many materials and products. The 
military needs for most of the metals, 
rubber, and a large number of critical 
chemicals obviously will reduce the 
amount of these materials available for 
civilian production. In addition, con- 
servation orders, issued and in prepara- 
tion, will sharply curtail many civilian 
finished products. 

As substitute materials are used in 
finished products and as lines have to be 
simplified and reduced, which seems to 
be inevitable, advertising themes will 
change, selling points will have to be 


audited, inventories can be reduced, and 
paper controls simplified. These latter 
two results will make for lower handling 
and distribution costs. 

As certain finished products which are 
heavy users of critical materials, such as 
metals and rubber, are taken from the 
market or are reduced in their total 
supply to the public there will be an 
inevitable problem of business survival, 
particularly at the wholesale and retail 
levels. During World War II, with the 
total elimination of civilian passenger 
automobiles and many major and small 
appliances, large numbers of retailers 
were required to withdraw from business. 
We are not able to forecast whether 
such severe curtailments at the produc- 
tion level are to be expected in the pres- 
ent rearmament program, but the dealers 
and distributors in these fields should be 
thinking about their course of action in 
such event. Certainly a greater diversifi- 
cation of lines is something which most 
specialty stores in durable goods lines 
should be considering. Emphasis will be 
on the servicing and repairing of equip- 
ment now in use, as well as on new and 
perhaps strange lines on the shelves and 
floors of many retail dealers. 

During World War II, we had a whole- 
sale and retail inventory control order, 
L 219. The purpose of this order was 
anti-inflationary and to prevent the 
largest wholesalers and retailers from 
stripping the market of critically short 
materials and end products. It is an 
open question whether such controls are 
now indicated. We see no immediate 
necessity for such controls, but, of 
course, the situation could change over- 
night. It is likely that if inventories of 
finished products would be controlled 
at only the manufacturers’ level, pre- 
venting excessive accumulations at this 
level, anti-inflationary objectives would 
be served, and at the same time there 
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might be less need for inventory control 
at the wholesale and retail levels. 

Equitable distribution is a theme 
running through the materials-control 
orders to date. Since this phase of equit- 
able distribution applies primarily to de- 
fense orders, carrying priorities, no 
single firm or a few firms will be required 
to assume a greater proportionate bur- 
den for military production than the 
industry as a whole. This provision 
makes it possible for almost all producers 
and manufacturers to have available a 
stated percentage of their production 
for civilian use. This is a fair and wise 
provision, assuring that no manufacturer 
need lose all contact with his civilian 
market. There is some difficulty, how- 
ever, as to the equitable distribution of 
the materials which are left after defense 
orders have been served. Some of the 
materials orders issued to date contain 
a policy clause providing for the equit- 
able distribution among historical buyers 
of the balance of materials after military 
priority orders have been filled. The steel 
warehouse order, however, makes it 
mandatory for the producer (steel mill) 
to distribute to these warehouses in 
proportion to the past business with 
each warehouse. 

In the Office of Civilian Requirements 
we are keenly interested in this equitable 
distribution of the balance of materials 
after military orders are filled. There are 
many problems involved, however, in 
drafting an order for equitable distribu- 
tion of this balance according to the 
historical record of purchases by the 
users of the different materials. Some 
users make and distribute relatively 
unessential products. Based on past 
experience such manufacturers and dis- 
tributors would receive their normal 
share of materials, whereas it might be 
more desirable to reduce their share and 
increase the share of the manufacturers 


of more essential civilian products. At 
the present time producers and manu- 
facturers are distributing their non- 
military production on a_ voluntary 
allocation basis. This policy will be 
followed until it is found necessary to 
provide mandatory requirements in this 
respect, including, of course, the possi- 
bility of a general allocation program. 
This latter action has been avoided to 
date by the National Production Au- 
thority and the line will be held as long 
as possible. We recognize the possibility, 
however, that materials controls with 
controlled allocations may have to be 
resorted to. Circumstances will govern 
this decision. 

Some of the credit controls now in 
effect will have far-reaching results in 
the matter of curtailing the use of criti- 
cal materials. An example is the Federal 
Reserve Board credit controls dealing 
with home financing and with the install- 
ment purchasing of consumer durable 
goods, including automobiles. 

At the Boston Conference on Distri- 
bution last fall, Arthur O. Dietz, Presi- 
dent of the C.I.T. Financial Corporation, 
stated that, considering the current 
prices of automobiles and the credit 
restrictions on their purchase, he felt 
the industry would have an excellent 
year if it could produce and sell 4 
million passenger cars in 1951. At the 
end of 1950 we were manufacturing at 
the annual rate of some 6 million cars. 
A drop of a million and a half cars for the 
reasons stated would obviously free a 
large amount of critical materials of all 
descriptions. Likewise, the curtailment 
in consumer purchase of appliances, 
whether caused by cut-backs in the use 
of aluminum, steel, and other critical 
materials or whether caused by credit 
restrictions, will also result in the freeing 
of critical materials for other purposes. 
Moreover, the National Production Au- 
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thority regulations curtailing wide areas 
of construction are bound to result in 
the availability of still more critical 
materials. A recent construction order 
provides for additional prohibitions of 
specified types of construction; for many 
types of commercial construction, 
licenses from the National Production 
Authority will be required. This latter 
classification includes retail stores, serv- 
ice establishments, wholesale houses, 
and other business types. 

Another important ccatrol has been 
put in effect by the Federal Reserve 
Board which provides for an increase in 
reserve requirements for member banks. 
This regulation is estimated to cut lend- 
ing power by some 12 billion dollars and 
make it more difficult for business and 
individuals to get loans. This of course is 
an anti-inflationary measure. 

The government, however, is not en- 
gaged entirely in a program of taking 
away. It is assisting in the marketing 
function in many instances where essen- 
tial businesses find themselves in trouble 
in the matter of procuring materials. We 
are helping these firms, in the more 
urgent cases, through spot assistance, in 
procuring materials. 


Manpower 


When the current rearmament pro- 
gram was launched the country was 
operating at a peak of employment and a 
minimum of unemployment. With the 
plans for an important increase in total 
output, the manpower problem became a 
most urgent one. The main problem 
will be at the production level but the 
same pattern that was evident in World 
War II can be expected again at the dis- 
tributive level, that is, a decline in the 
quality of help at the retail and wholesale 
levels, many more women in the labor 
force, emphasis on training programs, 


higher average age level of distribution 
employees, and the utilization of more 
physically handicapped persons. As more 
women, more older people, and more 
physically handicapped persons become 
actively employed, these classes of con- 
sumers will have more money available 
for civilian purchases, and business can 
be expected to shape its buying, adver- 
tising, and selling programs according- 
ly. 


Conclusion 


The government is endeavoring to 
pilot its course in mobilization and con- 
trol through a period most difficult to 
analyze precisely. No one can speak 
with certainty as to the degree or dura- 
tion of the mobilization effort. This un- 
certainty makes planning difficult both 
by government and by business. We 
might rest our decision for the moment 
on the words of President Conant of 
Harvard who sums up the situation in 
his latest annual report in these terms; 
“for wise men” the assumption for the 
present must be “a long period of partial 
mobilization.” Present circumstances 
have led to our current plans in this re- 
spect. Changing circumstances will call 
for changed plans. 

The marketing profession may well 
accept the responsibility and obligation 
of understanding the issues, including 
the policy and actions taken by the 
government in this emergency, and help 
transmit and interpret them to the public 
through the advertising and selling wings 
of the profession. Unity is essential and 
there can be no unity unless there is wide- 
spread understanding of the issues and 
of the actions taken to meet them. 

Civilians may shortly have to go 
without many things to which they have 
become accustomed in the recent past, 
but there is not likely to be a critical 
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deprivation in fields of real essentials. 
We cannot wreck the civilian economy. 
The needs of the general public must be 
served even if on a minimum basis. If we 
are fighting for American traditions and 
American standards and methods, we 


must necessarily preserve the thing 
for which we are fighting. 

Netson A. MILLER 
Office of Civilian Requirements 
National Production Authority 
Washington, D.C. 


PRODUCT DIFFERENTIATION AND DEMAND 
FOR MARKETING SERVICES 


N THE study of marketing, the problem 
I of using theoretical models has often 
been cast as being one of choosing be- 
tween pure competition and various 
sorts of imperfect or monopolistic com- 
petition. The results have not been 
satisfactory to all.! This system of classi- 
fication of markets has concealed some 
important aspects of the structure of 
markets. Furthermore, it has tended to 
channel the thinking of economists into 
patterns of thought which have kept 
them from applying their theoretical 
tools to marketing problems. This in 
turn has created an illusion in the minds 
of some, especially experts in marketing 
problems, that price theory is not suited 
for the study of marketing. In part, this 
misconception has arisen through apply- 
ing price theory exclusively to the market 
for products, thus treating marketing 
services as a form of product differenti- 
ation. What is needed is a way of treating 
these services as a product in their own 
right. 

The entrepreneurial procedure carried 
on by most marketing firms consists of 
forwarding a product through time or 


1 This opinion is expressed by D. A. Revzan, for ex- 
ample. See his review of Cox and Alderson (ed.), Theory 
in Marketing (Chicago: Richard D. Irwin, 1950), in the 
July 1950 issue of THE JOURNAL OF MARKETING, pp. IOI- 
109. For an opposing statement, favoring the use of the 
models of price theory in studying marketing problems, 
pd gy excellent article by G. L. Mehren in the book 
cited, 


space, breaking it down into smaller 
units, giving consumers a chance to 
examine and consider buying it, and 
making them aware of its existence and 
availability. There is little difference 
between the product received by the 
entrepreneur and the one he hands over 
to the consumer, except in terms of these 
services. The range of activity in which 
he operates is the additional services 
performed by his firm. The production 
function which applies to his firm is the 
production function for these additional 
services, and equilibrium of the firm 
must be stated essentially in terms of the 
production function and demand for 
these additional services.’ 


Distinction Between Marketing Service 
and Product Differentiation 


Marshall calls goods those physical 
commodities and services which are de- 
sirable or which satisfy human wants.® 
His distinction is part of a classification 
of wealth, however, and does not help in 
in any empirical distinction of one good 
from another. But the question of what 
is a good is emphasized by the questions 


2 This statement is a bit oversimplified, but it would 
be out of place to consider the theory of the marketing 
firm in adequate detail at this point. 

3A. Marshall, Principles of Economics (London: 
Macmillan and Co., Ltd. 8th ed. 1920), p. 54. Clearly, 
services are goods in his sense. The dichotomy of “‘com- 
modities” and “marketing services” makes up “goods,” 
in our terminology. 
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concerning monopolistic competition 
which are raised by Chamberlin, espe- 
cially when he chooses to consider such 
aspects as the sellers’ location, courtesy, 
and services rendered as part of a good. 
This is essentially what he does when he 
considers differences in these things as 
product differentiation, for he says that 
a change in their nature constitutes a 
change in the nature of the good: 


Differentiation may be based on certain 
characteristics of the product itself, such as 
exclusive patented features; trade-marks; 
trade names; peculiarities of the package or 
container, if any; or singularity in quality, 
design, color or style. It may also exist with 
respect to the conditions surrounding its 
sale. In retail trade to take only one instance, 
these conditions include such factors as the 
convenience of the sellers’ location, the 
general tone or character of his establish- 
ment, his way of doing business, his reputa- 
tion for fair dealing, courtesy, efficiency, and 
all the personal links which attach his cus- 
tomers either to himself or to those employed 
by him.‘ 


So speaks Chamberlin, leaving little 
doubt as to the inclusiveness of what he 
considers product differentiation, and 
implicitly “the product.” Yet many of 
the things whose variations he has con- 
sidered as a variation in the product are 
far from being part of what we ordinarily 


4 E. Chamberlin, The Theory of Monopolistic Compe- 
tition, 3rd ed. (Cambridge: Harvard University Press, 
1938), p. 56. The economist can draw his definitions ac- 
cording to whether he wants to study a single retail 
enterprise, a manufacturing industry, or something 
else. Chamberlin’s technique is a case in point. When 
writing about the theory of the firm he has been inter- 
ested in the totality of differentiation, regardless of 
cause, and this interest has led him to make all-inclusive 
definitions where they may not be desired for other 
purposes. We cannot say he was wrong to use the defini- 
tions. It is common enough to aggregate dissimilar 
characteristics for convenience of analysis, but certainly 
Chamberlin failed to explain explicitly what he was 
doing, and his technique is not necessarily the best for 
all purposes. Other and more refined breakdowns are 
possible. 


think of as being attributes of a product, 
as for example, location of the seller.® 
What Chamberlin has done is to 
enumerate those forces which bear on 
the purchaser of goods at the time of his 
purchase, and are the sources of the 
utilities of form, ownership, place, and 
so on which fall upon the purchaser. 
The existence of utilities arising from 
location, the pleasantness of the store- 
keeper, and his reputation cannot be 
doubted. But it is not at all clear that the 
commodity whose demand Chamberlin is 
considering must or should be consid- 
ered the source of all utilities received. 
Is a bushel of wheat in Kansas the 
same as a bushel of wheat in Chicago? 
Differences in location are regarded by 
Chamberlin as a form of product differ- 
entiation. Which product is preferred 
would depend on whether wheat was 
desired in Kansas or Chicago. However, 
while the utilities received by purchasing 
wheat in the two cities would differ, the 
differences would be attributable to 
transportation, rather than to differences 
in the wheat. The product is physically 
the same. So it might be argued that 
many of the product differences enumer- 
ated by Chamberlin are differences in the 

5 Product differentiation is also defined in the follow- 
ing words: 

“When variations appear in the form or in the condi- 
tions of sale of the same general product, the situation is 
usually described as ‘product differentiation,’ and each 
variety is said to be a ‘differentiated product.’ Any con- 
dition that leads buyers to prefer one se//er to another is 
a cause of ‘differentiation,’ whether this arises in varia- 
tions in the form of the product itself or in the condi- 
tions and the services associated with its sale.” [Italics 
mine.] M. J. Bowman, and G. L. Bach, Economic Analy- 
sis and Public Policy. 2nd ed. (New York: Prentice-Hall, 
Inc., 1949), PP. 392-393. 

“... the product of any one firm is not a perfect 
substitute, in the mind of the buyer, for the product of 
any other firm.” K. E. Boulding, Economic Analysis. 
Rev. ed. (New York: Harper & Brothers, 1948), p. 571. 

Stigler apparently chooses to define product differ- 
entiation in terms of cross elasticities, and refrains from 
specifying the existence of such preferences. See G. J. 


Stigler, The Theory of Price. (New York: Macmillan 
and Co., 1946), pp. 229-230. 
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services rendered by retail sellers and not 
due to differences inherent in the good. 
It is characteristic of the services rend- 
ered by retailers that they do not depend 
particularly on what brand or kind of 
good is bought.® 

Introducing the demand for service 
means injecting into the theory of mar- 
kets a new element, where previously 
consideration of this element had been 
evaded by the use of a general and 
perhaps overly inclusive classification of 
product differentiation.’ In recasting the 
form of the theory, the problem is one 
of developing a treatment of production 
and demand effectively distinguishing 
commodities and services where they 
had previously been treated as one. The 
problem of where to draw the line of 
demarcation is essentially a problem of 
separating those characteristics which 
are part and parcel of the physical good, 
no matter where it is sold, and those 
which are exogenous, logically. This dis- 
tinction has difficulties. A product, such 
as wheat flour, may be sold in 5-, 25-, 
and 49-pound bags, and in the physical 
sense it is essentially the same product. 
Yet the different sized packages are not 
perfect substitutes for each other, and the 
cross elasticity of demand might be 
expected to vary with income classes 
and the kinds of stores handling the 
flour. It is not easy to decide if container 

6 An undifferentiated service would not depend on 
who rendered it to the consumer, as an undifferentiated 
good is not affected by its source. However, a differ- 
entiated good is also not affected by who sells it, 
if the differentiation is truly part of the good. Where the 
differentiation is really differentiated service, then it 
would be a matter of concern to buy the good from a 
certain dealer. 

7A. P. Lerner, “The Concept of Monopoly and the 
Measurement of Monopoly Power,” Review of Economic 
Studies, vol. 1, 1934, Pp. 157-175, distinguishes between 
physically identical goods in different places, saying that 
the separation impedes substitution, hence they are 
different goods. But the difference is as much due to the 
time and cost needed to transport the distant good as to 


the distance itself, since if time is no object, distance is 
not, except for the cost of transportation. 


size is exogenous to the product, since the 
product could be packaged either by the 
miller or the retailer. Likewise, a manu- 
facturer’s guarantee, when applied to 
articles commonly sold in many retail 
stores, is hard to pigeonhole. It could also 
be argued that brand names are more an 
attribute of the seller than of the product. 
Some package for flour is essential but if 
the miller packaged the flour himself, 
packaging would be a service little re- 
lated to the service functions of retailers. 
An abstract classification between serv- 
ice production and commodity pro- 
duction would cut across a classification 
based on industrial structure. 

The development of a hard and fast 
line of demarkation depends on the 
quality of the definitions of product and 
of service characteristics. Preferably the 
definitions are mutually exclusive, with- 
out a no man’s land between them. 
It would seem that satisfactory defini- 
tions would have to await empirical 
study of the permutations of services 
and differentiations. A tentative defi- 
nition of marketing services might be as 
follows: 


1. They are services, a nonphysical 
“good” in the Marshallian sense, 

2. They arise out of commodity distri- 
bution® 

3. They are exogenous to any particular 
commodities or form of commodities, 
although still arising in the process of 
commodity distribution,® 

4. A change in services does not imply 
altering the form or utility of commodi- 
ties. 


8 This note deals only with services associated with 
the sale of commodities, excluding the marketing of 
such intangibles as insurance, medical service, etc. 

9 By this it is meant that it does not matter which 
goods are bought. Independence does not imply any- 
thing about the cross elasticities of demand or supply 
between goods and marketing services, as we use the 
term here. Rather it means independence in the sense 
that cross elasticities could not even be conceived unless 
goods were independent and separable by some classifi- 
cation, 
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The Nature of Marketing Services 


Preference for certain differentiated 
products is not the same as preference 
for certain services. A service is a good 
creative of utilities, and if marketing is 
defined as creative of utilities in commodi- 
ties alone there is little room for the 
concept of services rendered directly. 

It does make sense to consider mar- 
keting productive of added utilities in 
goods through transportation, storage, 
or transfer, and to consider that in each 
case the added utility is directly attrib- 
utable to a certain performed function. 
Where there is a relation between the 
performance of a function which results 
in a definite good being produced, or 
an increment in utility, there would seem 
to be basis for considering the added 
good or utility as a separate product of 
that marketing function. 

Transportation and storage are obvi- 
ously functions resulting in marketing 
service utilities. Certainly the condi- 
tions surrcunding sale, such as locational 
convenience, tone of the establishment, 
courtesy, adequate demonstration facili- 
ties, home demonstrations, and so on are 
marketing services which result from 
performing marketing functions. Trade- 
marks, preferences resulting from adver- 
tising, distinctive design, and packaging 
are attributes of commodity differenti- 
ation rather than marketing functions. 
In general, product differentiation can 
be defined as whatever leads to prefer- 
ence for a good (which may be a service) 
holding constant the seller and the 
services exogenous to the good offered 
by the seller.’ 


10 The services rendered by marketing institutions 
have been dwelt upon at length by textbooks in market- 
ing. Although the medieval, but still popular, view that 
marketing is a thoroughly unproductive parasitism 
does not appear in academic works, there are several 
divergent views, which parallel divergences in views on 
economic theory. One approach holds marketing to be 
creative of utilities in goods of time, place and owner- 


The distinction being drawn should 
not give the impression that the exist- 
ence of genuine commodity differenti- 
ation is being challenged. Further, a 
distinction must be drawn between pro- 
vision of and the demand for services, 
and the additional question of differenti- 
ation among services. Consumers who 
demand marketing services such as 
store delivery or credit, and do not find 
any basis for preferring the delivery 
and credit of the Alpha Market to that 
of the Gamma Market are demanding 
undifferentiated service, for which they 


ship, but considers utility-of-form to be the product of 
manufacture. Place utility is the outcome of properly 
directed transportation, while time utility is the out- 
come of properly directed storage and credit operations. 
Ownership utility arises from making exchange possible; 
each party gains, or places himself on a higher indiffer- 
ence curve, from any voluntary, rational exchange. Al- 
though the idea of a classification of utility by types is 
suspect, and not paralleled in price theory, this view 
fits in well with theoretical treatments of demand which 
call upon the utility concept to explain demand. See an 
example of an exposition along these lines in E. A. 
Duddy, and D. A. Revzan. Marketing: An Institutional 
Approach. (New York: McGraw-Hill Book Company, 
1947), pp. 4-8, and elsewhere. See also R. S. Alexander, 
F. M. Surface, and W. Alderson, Marketing. Rev. ed. 
(Boston: Ginn and Co., 1949), pp. 10-12, 693-696, for 
some other interesting remarks. 

Another view, essentially parallel to that of theorists 
who prefer not to “look behind” the demand relation- 
ship, considers the problem of motivation in terms of ob- 
served reaction to specified behavior on the part of 
sellers. Phillips, however, has classified motivations as 
“emotional” and “rational” product motives, “the 
underlying reasons why the consumer purchases the 
goods he does,” and patronage motives, similarly sub- 
divided, which determine why consumers make pur- 
chases from certain retailers. See C. F. Phillpis, Market- 
ing: PrincipJes and Methods (Chicago: Irwin, 1948), pp. 
48-53, and R. Cox, and W. Alderson, ed., Theory in 
Marketing (Chicago: Irwin, 1950), ch. 3, “Lewin’s 
Vector Psychology and the Analysis of Motives in 
Marketing” by Joseph Clawson, pp. 41-64, is a recent 
account of one application of the techniques of psycho- 
logical research to theoretical development in market- 
ing. Being less general than “utility,”” motivation seems 
to be more suitable for classification than utility, ac- 
cording to physical attributes. Further, the study and 
concept of motivation has a definite empirical content, 
on which considerable research has been carried on in 
psychological circles, and in which the utility idea is 
notoriously lacking. 
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are presumably willing to pay. If they 
buy their groceries from one of these 
markets, rather than buying the identi- 
cal brands of commodities from the Beta 
Super-Market, which sells most items at 
lower prices, they are expressing a 
demand for a service rather than a 
demand for a product differentiated by 
the addition of services. If they like the 
brands carried by the Delta Super-Mar- 
ket better than those of the Beta Super- 
Market, both of which provide the same 
services, they are expressing ademand for 
a differentiated commodity. If they 
think the courtesy or accuracy of the 


Alpha Market better than that of the 


Gamma Market, they are expressing a 

demand for a differentiated service." 
A number of situations exist therefore, 

as a result of these several possibilities: 


Commodity Undifferentiated 
Service Undifferentiated 
Service Differentiated 

Commodity Differentiated 
Service Undifferentiated 
Service Differentiated 


The Theory of the Firm When the Firm 
Provides Services and Goods 


It is apparent that introducing the 
marketing service as a separate good 
means that we must consider demand 
and supply functions for this good as well 
as demand and supply functions for the 
commodities. The form of these functions 
is not essentially changed, and the pure 
theory of value and production would 
remain unchanged. The introduction of 
the demand and supply for service is sig- 
nificant in the matter of the application 

" Tt must be noted further that if Gamma provides 
more service at the same (or some other) price than 
Alpha, this circumstance does not constitute service 
differentiation. After all, offering of more of any undif- 
ferentiated commodity at the same price (or offering a 
quantity for a price that would put the buyer on a higher 
indifference curve) does not constitute product differ- 


entiation, although, of course, buyers have a preference 
for the cheapest source of supply. 


of different theoretical models to actual 
situations, rather than in changing the 
form of theory. Certain cases which 
before might have been considered as 
the type of monopolistic competition 
now appear as perfect competition. Some 
firms that under the former statement of 
the problem were considered to be pro- 
viding a differentiated product now are 
considered to be providing an undiffer- 
entiated product and a differentiated 
service. Since they are providing two 
products—commodities and services— 
they are multiple product firms.” 
Applying the theory of the firm to 
the marketing service problem is first of 
all a problem in joint supply and de- 
mand. There is a demand for several 
goods: the commodities, and marketing 
services. Demand for each can be de- 
scribed in the usual way. The peculiar 
relationship between marketing services 


and commodities gives reason for believ- 


ing that the demand functions, particu- 
larly with regard to cross elasticities, 
might have special properties. 

Several different supply situations 


12 Since the theory of multiple product firms is not 
especially well developed, the transposition of some 
problems from monopolistic competition to multiple 
product firms may be considered a doubtful procedure. 
I think, however, that more is to be gained from extend- 
ing the theory of multiple product firms than from con- 
tinuing to consider these firms merely as using services 
as a form of differentiation. While the work of H. Smith 
demonstrates a device for determining the optimum 
level of expenditure to produce special preference for 
one’s product, his technique can say nothing about the 
form of the preference-producing expenditure. (See H. 
Smith, “Advertising Costs and Equilibrium,” Review of 
Economic Studies, vol. 2, no. 1, October 1934, “The 
Imputation of Advertising Costs,” Economic Journal, 
December 1935, pp. 682 ff. and the continuing discus- 
sion between E. H. Chamberlin and Smith in the Review 
of Economic Studies, vol. XII, p. 116 f., vol. XV, p. 40f., 
vol. XVII, p. 226 f.) Smith’s technique would seem to 
be of applicability to wider fields than advertising alone, 
but in the area where it is suitable, the theory of the 
multiple product firm will provide a more concise state- 
ment of the quantities of each form of services de- 
manded. Marketing firms are, of course, firms providing 
a wide variety of goods and services, rather than just 
two, 
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suggest themselves also. It is possible for 
services to be so physically separate 
that they do not even need to be bought 
from the same person who sold the goods. 
There will often be economies of joint 
supply, so that the supply curves for 
services will be interrelated with the 
supply curves for commodities.“ We 
need to dig into the supply relationships 
for commodities and services because of 
the commonness of certain unexplained 
phenomenon. In marketing we find 
entrepreneurs deluging prospective cus- 
tomers not only with advertising but 
also with utility-creating services (ad- 
vice, demonstrations, conveniences, etc.). 
Under theoretical treatments which lump 
all such activity as product differentia- 
tion or advertising, for which the cus- 
tomer pays when he buys goods, an 
important point is overlooked. Prospec- 
tive customers (many never buy any- 
thing) are given economic goods free of 
charge, in the sense that they are given 
goods not contingent on any payment 
or purchase of commodities. The form 
of supply and demand curves for com- 
modities and services under which a 
profit-maximizing firm would be led to 
this behavior is a nice point. Can we 
use our value theory adequately to 
explain such phenomena? 

There are in addition many marketing 
services for which no price is charged, 
and which the customers do not buy, 
but obtaining them is contingent on 
purchase of goods. In buying goods the 
customer gets both goods and services. 


13 These various supply situations can be more pre- 
cisely expressed as a single relationship involving both 
quantities of services supplied as a function of price of 
commodities and services, and quantity of commodities 
supplied as a function of price, commodities and serv- 
ices. A case involving one commodity and one service 
could be expressed in simple mathematics, but would be 


difficult to represent graphically. Where cross elastici- 


ties of supply between commodities and services are low, 


no special consideration of value or production theory is 
needed. 


There can be quite separate demand 
functions for the commodities and serv- 
ices, which may influence entrepreneurial 
behavior, even if they have no chance to 
make themselves explicit in the market 
place. Commonly, marketing services 
and commodities are sold in the form of 
a “tie-in sale.” This form of entrepre- 
neurial behavior has never been ana- 
lyzed, to the best of my knowledge, 
except under the conditions of shortages 
of one commodity. The nonexplicit 
nature of the tie-in makes it hard to 
recognize the separate existence of mar- 
keting services. 


Conclusion 


It is in this modification of value and 
production theory that the concept of 
demand for marketing services achieves 
significance. The nature of the change 
should not be misunderstood: no new 
theory has been developed; the same 
theoretical models apply. What is sug- 
gested is merely that certain actual situ- 
ations should be reclassified according 
to the kind of theoretical situation they 
exemplify (or vice versa). Also, in using 
the concept of a market for these services 
it becomes necessary to reassess the 
importance of various models. 

It was said that the monopolistic com- 
petition model had been applied too 
widely and that it is not the most suit- 
able model in the case where “differenti- 
ation”’ is brought about by the provision 
of services. Genuine product differenti- 
ation does exist, and further, there is 
genuine differentiation between services. 
Indeed, it is to be wondered if service 
differentiation or product differentiation 
is more prevalent. The importance of 
each type is hard to assess offhand. 

For the purposes of working with 
marketing firms there are good reasons 
for considering services as separate 
entities, and considering the theory of the 
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marketing firm to be a case of the theory 
of multiple product firms. It is quite 
likely that studies of markets can be 
formulated along these lines, and there 
is every reason to expect that the under- 
standing of the marketing process, the 
process by which the actual quantity and 


nature of services provided by retailers, 

wholesalers and others, is determined, 

can be better explained, or more pre- 

cisely estimated, by this procedure. 
Guy Brack 

University of California 

Berkeley, California 


DOUBLING SALES THROUGH MARKETING RESEARCH* 


At the close of World War II, all of 
the national giants of the brewing in- 
dustry had announced expansion plans 
which would raise the yearly capacity of 
the industry to about 125,000,000 barrels 
from about 67,000,000 barrels. That 
meant there was going to be a lot of ex- 
cess capacity. Somebody was going to 
fall by the wayside. 

Our small brewery took that problem 
and looked at it literally. We realized we 
were going to have to call in wiser heads 
to solve the problem. We were going to 
have to find out, for example, what weak- 
ness existed in the methods of selling of 
our competitors in the Philadelphia 
market. We were going to have to find 
out what weaknesses existed in our own 
selling methods and, if we could, what 
could be done to relieve those weak- 
nesses. 

The questions we had facing us then 
were, first: Is our product appealing to 
the average beer drinker? And if it is 
not, what changes must we make in 
brewing in order to appeal to this par- 
ticular class of people? 

Our next questions pertained to adver- 
tising: Is our present advertising pro- 
gram effective in terms of sales? And if 
it is not, what must we do with regard 
to content of that advertising and choice 


* Condensed from a speech at the Winter Conference, 
American Marketing Association, Chicago, December, 
1950. 


of media to convey a real selling message 
to the widest possible market? 

Third, we wanted to learn such perti- 
nent facts as: Who are the beer drinkers 
in our particular marketing area insofar 
as age, income group and general charac- 
teristics are concerned? Where are they 
located? How old are they? How much 
do they make a year? In what direction 
should we channel our sales effort to 
reach this particular type of person? 


Fourth, we wanted to find out which 


of the two slogans we were then using 
had better sales effect. We also wanted 
to find out if our trade-mark—the man 
on the old, high-wheeled bicycle—was 
being properly interpreted by the public. 

Fifth, we were interested in ascertain- 
ing our standing in the Philadelphia 
market in relation to our recognized 
competitors. Sixty-two brands of beer 
were being sold in Philadelphia at the 
time. 

Finally, having acquired all these 
data about who was buying the beer and 
what kind of beer they preferred, we 
wanted to find out where they bought it. 

We had to have the answers to these 
questions in order to develop a plan 
which would be at least moderately 
successful. The question was how to find 
these answers. 

Several of them could possibly have 
been obtained by having our own sales 
force ask tavernkeepers, wholesale dis- 
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tributors and the public at large for the 
information. However, our sales force at 
that time consisted of six men in a 
marketing area of seven million people, 
and this would have been too great an 
assignment for them. 

We therefore retained the services of a 
well-recommended research organiza- 
tion. The research got under way in 1947. 
Tabulations and cross tabulations of the 
accumulated data were made, and the 
results were interpreted for us. All of 
our questions were answered and the 
course that our brewery ought to take 
was clearly shown. 

First, we found that an immediate 
change in the basic character of our par- 
ticular product was indicated, if we were 
to expand our appeal from a small 
group of particular beer drinkers to the 
large group of average beer drinkers. 
One of our two slogans was found to be 
more easily read than the other. Certain 
advertising media were found to be more 
effective than others. We would have to 
change the allocation of our budget in 
order fully to utilize those more effec- 
tive media. 

And so it went with the rest of the 
questions. We made the changes as sug- 
gested, and in 1947 our volume increased 
from 110,000 barrels to approximately 
165,000 barrels. That was an encourag- 
ing beginning, particularly in view of the 


fact that in Pennsylvania alone some 
seven breweries went out of business 
that year. 

As a result of another survey in 1948, 
we were advised to make some changes, 
not in the product this time, but in our 
methods of advertising. Certain media 
were again indicated as being more use- 
ful for our purposes than others. For 
example, we were told that our radio 
efforts were inadequate to sell beer effec- 
tively under the conditions in that area. 
As a result, we purchased more radio 
time. In 1948, our sales increased from 
165,000 to 189,000 barrels. . 

Recognizing what research had done 
for us, we made still another survey 
along the same lines as the other two 
and took action in the light of the infor- 
mation obtained. In 1949 our sales 
jumped from 189,000 to 242,000 barrels. 

With only a minor change in product 
characteristics and with only a very 
minor per-barrel increase in our adver- 
tising budget, we have been able to go 
ahead in this competitive market and 
increase our sales over 100 per cent in 
a period of three years. Ninety-eight 
per cent of that success is due to mar- 
ket research—a sales manager’s best 
friend. 


Karu L. Gretz 
William Gretz Brewing Company 
Philadelphia, Pa. 
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Communications 


COMMENT ON CYCLICAL POLICY 
AND THE ADVERTISING 
APPROPRIATION 


Joel Dean has discussed the relation- 
ships between advertising expenditure 
and cyclical fluctuations of business 
from both the theoretical and applied 
points of view.’ He also mentions that 
the material is important from the social 
as well as the private viewpoint, although 
most of his discussion is concerned with 
private advertising policy. I should like 
to comment briefly on his discussion of 
the possible effects of advertising on 
cyclical fluctuations in general even 
though that is the part of his discussion 
on which he lays the least emphasis. 

Dean points out that “the notion 
that we can advertise our way out of 
future depressions has gained wide 
acceptance.” Later he has a paragraph 
which states, ““The effectiveness of ad- 
vertising in damping depressions de- 
pends upon:...” In other words, he 
approaches the problem almost entirely 
as one of recovery from the bottom of a 
depression. I should like to suggest as I 
did years ago in the Economics of Adver- 
tising (Ronald Press, 1927, Chapter 6, 
especially page 119) that the effective- 
ness of the control of the business cycle 
through advertising may be greater 
when we start with the upswing of the 
cycle as it approaches the peak. 

There are many contributing causes to 
industrial fluctuations. One of them is 

1 Joel Dean, “Cyclical Policy on the Advertising Ap- 


Ppropriation,” in the January 1951 issue of THE JOURNAL 
OF MARKETING. 


the over-optimism of individual business- 
men expressing itself in the rapid expan- 
sion of plant and equipment. While 
sales are relatively easy to make, each 
company tries hard to increase its ca- 
pacity and thus get ready to maintain 
at least its present share of total sales. 
Employment in the construction and 
equipment industries thus is held at a 
high level and purchasing power is 
distributed without production of an 
enlarged volume of consumer goods. This 
tends to force up consumer prices. 

The funds with which firms pay for 
new plant and equipment come in part 
from bank loans. Consequently, it is not 
necessary that purchasing power be 
diverted from consumer goods in order 
to finance plant and equipment expan- 
sion. 

Intense advertising accompanies the 
expansion program. This is part of the 
attempt of individual firms to hold or 
increase their share of total sales. After 
a while, however, it becomes impossible 
to maintain the previous rate of increase 
in the sale of specific goods even with 
intensive advertising. 

Finally—and in 1929, suddenly— 
many manufacturers realize that their 
particular industry has expanded as 
much as even an inflated demand can 
utilize. Consequently, they stop ex- 
panding. Employment in the construc- 
tion and equipment industries is cur- 
tailed suddenly. This in turn leads to a 
reduction in the flow of consumer in- 
come. The appearance of unemployment 
leads to a curtailment of consumer 
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credit, especially installment credit. 

Certainly these things combine into 
important causes for the downward 
spiral that leads to depression. In the 
early 1930's, for example, about two- 
thirds of the industrial unemployment 
came from the construction and heavy 
machinery industries, although  nor- 
mally less than a quarter of total employ- 
ment is in these industries. 

One of the things which keeps pur- 
chasing high during the up-swing and 
which in that sense seems to mislead 
business management is the intensive 
advertising of consumer goods. This is 
coupled with growing expansion of con- 
sumer credit. It seems to me inevitable 
that these two forces give a higher 
level of consumption during the late 
months of the cycle up-swing than 
otherwise would occur. The expansion 
of plant which accompanies this up- 
swing is financed in considerable measure 
out of increased loans to industry. If 
advertising and extension of consumer 
credit had been curtailed in 1927 instead 
of in the fall of 1929, it seems to me 
quite probable that the reduction of 
employment in the construction and 
heavy machinery industries might have 
been much less abrupt. As a result, the 
depression of the 1930’s would have been 
less serious and shorter. It is through 
consideration of advertising policy dur- 
ing the period of prosperity, therefore, 
that it seems to me possible to effect 
some considerable degree of stability in 
our total industrial program. It is by 
no means certain, however, that private 
enterprise ever will exercise the restraint 
voluntarily that would be required to 
lessen the amplitude of industrial fluc- 
tuation through contra-cyclical use of 
advertising and credit. 

Rotanp S. VaILe 
University of Minnesota 
Minneapolis, Minnesota 


COMMENT ON BOOK REVIEW 


When a reviewer has written favorably 
about my work, as Mr. Bernard F. 
Trimpe has done about 4 Outline of 
Advertising (3d Ed) in the January issue 
of the JourNAL, it may seem ungracious 
to raise any objection. However, in place 
of being told that I write well, I should 
have been better pleased to find that I 
had conveyed my ideas to him. Evidently 
he did not grasp my distinction between 
the American system of advertising as a 
whole and individual examples of ad- 
vertisements, nor between advertising 
and official Government propaganda. 
Nowhere have I made the “statement 
that criticism of advertising is com- 
munistic.” Even taken out of context, 
as they are, sentences he cites from my 
book do not warrant this interpretation. 

An author cannot control the infer- 
ences a reviewer may draw from what 
he actually says. But the author has a 
right to demand that what he says be 
quoted accurately. Mr. Trimpe mis- 
quotes my conclusion regarding the 
present system of advertising that: “Its 
faults are the faults of competitive in- 
dustry, and its frailties are the frailties 
of human nature.” My sentence may not 
be clear, but it is certainly clearer than 
his garbled and grammatically incom- 
plete version. Nor is it clarified by his 
following comment: “Competitive in- 
dustry would have little resort to adver- 
tising and would not, presumably, take 
advantage of human frailties.” Again, I 
did not say that the faults and frailties 
of advertising are an_ indispensable 
accompaniment to mass production, etc. 

I hope that some of my fellow-authors 
will join me in demanding that when 
reviewers quote from our books they 
shall quote accurately. 

G. B. Horcnukiss 
New York University 
New York, N.Y. 
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Research in Marketing 
JAMES H. LORIE, £ditor 


Editorial Staff: R. Bartexs, Ohio State University; Richarp M. CLewetrt, 
Northwestern University; Epna Dovctas, Iowa State College; CHarLes 
Goopman, University of Pennsylvania; Cares H. Sevin, Office of Price 
Stabilization. Initials of staff members, in brackets following subject head- 
ings, identify the reviewers of the individual items. 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of the 
publications mentioned in the following 
pages should address their requests to the 
respective publishers.—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


1. Advertising 

2. Selling—Personal 

3. Industrial Marketing 

4. Marketing Farm Products 

5. Marketing Minerals 

6. Marketing Services 

7. Producers’ Marketing of Consumer 
Goods 

8. Product Analysis 

g. Consumer Studies 

10. Cost of Marketing 

11, Foreign Trade 

12. Cooperative Marketing 

13. Credit—Mercantile and Retail 

14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 

18. Federal, State, Local Regulation 

19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Not Even Macy’s Can Meet Fear With 
Logic. Edward L. Bernays, Printers’ 
Ink, February 16, 1951. [R.M.c.] 


Questioning the value of Macy’s adver- 
tising designed to stop panic buying, this 
well-known public relations consultant ob- 
serves that the powerful impact of our mass 
communications makes an individual sitting 
at home at his radio or reading his newspaper 
as much a member of the crowd as if he were 
in a movie in which someone might cry 
“Fire!” Under such circumstances logic may 
prove ineffective. Sellers need to base judg- 
ments and actions relating to human be- 
havior on the most authoritative findings of 
social science. Common sense alone is not 
enough. Mr. Bernays suggests the need for 
advertisers to make greater use of the find- 
ings of social scientists. The increasing social 
responsibility of businessmen as members of 
the community cannot be met by men with 
narrow technical training and experience. 


1.2 Advertising is Behind the Times—Cul- 
turally. Edward L. Bernays, Printers’ 
Ink, March 30, 1951. [R.M.c.] 


Advertising and marketing men should 
read this article to obtain its full value. All 
readers will not agree with Mr. Bernays, 
but most will be stimulated to think through 
the ideas they now hold. 
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1.3 Advertising—A Basic Anti-Inflationary 
Weapon. Julius Hirsch and Allan R. 
Wilson, Printers’ Ink, February 23, 
1951. [R.M.C.] 


Dislocated production is as much the 
cause of inflation as overstimulated demand. 
Therefore, advertising has five major appli- 
cations as an anti-inflationary weapon: 


1. Help re-channel present civilian pro- 
duction. 

2. Re-channel present consumption. 

3. Expand the use of partially used 
facilities. 

4. Channel purchasing power into savings. 

5. Maintain post-emergency consumption. 


1.4 Courts Adopting Less Tolerant Attitude 
Toward Advertising. Isaac W. Digges, 
Printers’ Ink, March 30, 1951. [R.M.c.] 


The evolution of the law of advertising 
and marketing is about to enter stage No. 3. 
The first stage was the laissez-faire era in 
American jurisprudence during which the 
slogan was “Let the Buyer Beware.” This 
was followed by the stage of legislation dur- 
ing which there appeared such laws as the 
Food and Drug Act, Federal Trade Com- 
mission Act, the Printers’ Ink statutes. Now 
we approach stage 3, the judicial stage. 
Suspicion of the advertising claim is the 
outstanding characteristic of this emergent 
phase. “The advertiser is being required 
more and more to prove that he is right in 
regard to those facts, opinions and processes 
which lie peculiarly within his own knowl- 
edge rather than for the government to 
prove him wrong.” 


2. SELLING—PERSONAL 


2.1 Appraisals for Salesmen: They Help to 
Lift the Batting Average. Elmer F. 
Schumacher, Sales Management, Feb- 
ruary I, 1951. [R.M.c.] 


Each salesman is rated by the sales 
executive and/or the man’s district manager. 
Having the man rate himself, an interesting 
variation of merit rating as it is usually 
applied, has been one of the key provisions 
of the system described. The combination of 
supervisor appraisal and self-appraisal causes 


the salesman to become conscious of im- 
portant qualities and results in a strong 
foundation “for systematic talk-it-out com- 
munications between management and sales- 
men.” Appraisals of this type “identify and 
meet head-on the type of unsolved problems, 
or real or fancied grievances, that otherwise 


might fester in a salesman’s mind and put 
him ‘off his feed’.” 


2.2 Union Labor Chiefs Suggest: ‘‘Tell us 
About Your Sales Plans.” B. W. 
Dempsey, S. J., and D. R. Henle, 
Sales Management, February 15, 1951. 
[R.M.C.] 


Many labor leaders are (1) sympathetic 
toward the problems of the sales depart- 
ment; (2) eager to know more about the sales 
plan and (3) eager to aid in the solution of 
sales problems. The results presented are 
based on a survey of presidents of national 
and international unions and editors of labor 
publications. An editorial comment suggests 
that unions and sales departments share a 
common objective, yet most union leaders 
do not have a clear understanding of the 
sales function and its importance. What the 
sales executive can do about this situation is 
pointed out. 


2.3 Can Manufacturers’ Agents Outsell 
Your Own Salesmen. W. A. Marstel- 
ler, Industrial Marketing, February 
1951. [R.M.c.] 


Thirty-five leading industrial sales execu- 
tives offer their convictions in this article 
dealing with a controversial marketing ques- 
tion. 


10. COST OF MARKETING 


10.1 Farm-Retail Price Spreads, 1949. 
United States Department of Agri- 
culture, Bureau of Agricultural Eco- 
nomics. [c.H.s.] 


Estimates of the division of the retail cost 
of the family “market basket” between farm 
producers and marketing agencies, for 1949, 
are presented in the February 1951 “Mar- 
keting and Transportation Situation.” (Proc- 
essed, free.) 


| 
| 
| 
| 
‘4 
a 


— 


na 


RESEARCH IN MARKETING 


85 


14. RETAILING 


14.1 New Paint Discovery Will Intensify 
Competition, Hypo Paint Advertising. 
Printers’ Ink, March 2, 1961. 
[R.M.C.] 


Retailers handling paint may be able to 
carry smaller inventories of mixed paints 
and forget about obsolete stocks as a result 
of developments in the paint field. Already 
on the market are tints and base paints which 
can be mixed by the consumer to obtain the 
desired color. Now the tint is being intro- 
duced as a specially processed cube of pig- 
ment which will mix in a matter of minutes 
when dropped into the tinting base. It is 
claimed that the new discovery, called 
Tint-a-matic, overcomes the limitations 
found in the tubes of pigment, cans of liquid 
coloring, effervescent tablets and powders 
currently on the market. Licensees claim 
that the process allows them to make 
approximately twice their normal gallonage 
with no additional use of critical materials. 


14.2 This Mail-order Advertiser Chose the 
Byways and Developed a Unique 
Success in Marginal Markets. Print- 
ers’ Ink, March 2, 1951. [R.M.c.] 


John Plain & Co., a Chicago mail-order 
house, has developed a sizable volume of 
business in what is to many national adver- 
tisers a marginal market. Its customers live 
only in rural areas and cities under 5,000 
population. The selections of nationally 
advertised quality merchandise available in 
rural and small city stores are usually quite 
limited. John Plain goes after this business 
through some 51,000 independently owned 
retail stores, most of them general stores. 
The John Plain catalog business is an 
additional source of income to dealers be- 
cause it offers an assortment of upper 
bracket, nationally advertised items that 
most dealers cannot afford to carry in stock. 


14.3 Prizes, Premiums and Parties Build a 
70-Million-Dollar Bonanza. Marshall 
Beuick, Printers’ Ink, March 9g, 1951. 
[R.M.C.] 


How the Stanley Home Products, Inc., 


developed from a struggling firm to a $70 
million a year sales volume, primarily 
through the use of the party-selling plan is 
told in this article. 


14.4 Trumbull Remodels Its Management 
to Meet ‘‘The Age of Crisis.” A. R. 
Hahn, Sales Management February 
1s, 1951. [R.M.c.] 


This corporate organization plan was 
designed to shorten lines of authority; give 
regional managers full responsibility for sales 
and profits in their own territories; but paper 
work for district managers to gain more 
selling time; and give the marketing depart- 
ment bigger and broader responsibilities, 
including control of quantity, quality, and 
price of all items to be manufactured. The 
results have been greater flexibility for fast 
action, increased profit-consciousness on 
secondary levels of management, new har- 
mony in group action, and substantially 
improved customer service. 


16. WAREHOUSING 


16.1 Modernizing & Operating 
Warehouses. U. S. Department of 
Commerce. [c.H.s.] 


The publication deals with every phase of 
grocery warehouse operations. It discusses 
extensively such subjects as stock arrange- 
ment and control, receiving, storing, order 
picking, equipment, buying, “outs,” back 
orders, modernization of old buildings, and 
the relative advantages of one-story ware- 
houses. Not covered are office operation, 
selling, and delivery. The study contains 
many charts and pictures and consists of 78 
pages. Superintendent of Documents, Wash- 
ington, D. C, 


17. WHOLESALING 


17.1 New Stock Control Deal. Marshall 
Beuick, Printers’ Ink, March 2, 1951. 
[R.M.C.] 


A wholesaler who operates as the hard- 
ware buyer for department stores is now per- 
forming this service for 40 customers. The 
success of the plan is to a large degree the 
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result of (1) the stock control system used 
and (2) the expert knowledge of buying and 
selling hardware items possessed by the 
wholesaler, Hardware Distributors, Inc. 

The store saves the salary it formerly paid 
its own buyer besides gaining sales volume, 
virtual elimination of mark-downs, and 
increased turnover. The wholesaler makes 
his money by selling stock to the store at 
his mark-up price and a small profit partici- 
pation. The stock control system is not fully 
described in this article. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 State Regulation of Retail Instalment 
Financing—Progress and Problems. 
Wallace P. Mors. The Fournal of 
Business, October, 1950, and Janu- 
ary, 1951. [E.p.] 

Instances of excessive finance charges and 
nonprice abuses have encouraged twelve 
states to enact legislation regulating retail 
instalment selling. While the “rate state- 
ment reform group” believes that all charges 
for instalment selling should be stated in 
the form of an annual equivalent rate, the 
twelve states have used three different and 
less rigorous methods for protection against 
excessive charges: dollar disclosure, rate- 
chart filing, and rate contro]. Mors compares 
these methods in terms of effectiveness and 
problems in eliminating ‘‘excessive” and 
hidden finance charges. Packing—that part 
of the finance charge which exceeds the 
amount called for on a rate chart—is 
specifically prohibited only in Wisconsin; 
and the kickback—tthe retailer’s share of the 
financing company’s charge—is regulated in 
amount in Indiana, Ohio, and Wisconsin. 

One conclusion is that the elasticity of 
demand for credit by consumer buyers is 
less than the elasticity of demand by retail 
dealers, thereby resulting in pressure of 
retailers upon financial institutions. By 
striking directly at this pressure, the control 
of rates and kickbacks may operate to in- 
crease rather than to decrease the effective- 
ness of price competition in retail instalment 
financing. 

Nonprice aspects of instalment selling 


are controlled even less effectively by compe- 
tition than are rates and are legally regulated 
to some degree in eleven states. 


22. GENERAL MARKET STATISTICS 


22.1 1948 Census of Business. U. S. Depart- 
ment of Commerce. Bureau of the 
Census. [c.H.s.] 


The final 4rea Bulletins for all States, the 
United States Summary, Alaska and Hawaii, 
are now available. These Area Bulletins, 
provide the final figures and replace those 
in the recently issued Preliminary County 
releases. Separate bulletins for the Retail, 
Wholesale, and Service Trades are obtain- 
able from the Superintendent of Documents, 
Washington 25, D. C., at prices ranging 
from 10 to 30 cents each. 

The Sudject Bulletins are now being made 
ready for release. These bulletins will provide 
final figures, not previously released, on a 
variety of topics such as inventories, sales 
size, single and multi-unit businesses, mer- 
chandise line sales, credit, etc. These bulle- 
tins are designed to supplement information 
previously released in the Area Bulletin 
series. A descriptive order blank listing the 
separate bulletins and the price of each may 
be obtained by writing the Bureau of the 
Census, Washington 25, D. C. 


22.2 Bureau of Labor Statistics Consumers’ 
Price Index. U. S. Department of 
Labor. Bureau of Labor Statistics. 
[c.H.s.] 


One of the most crucial statistical measures 
in a period of emergency controls is the BLS 
Consumers’ Price Index. During World War 
II this index and supplementary collections 
were used to detect price movements for 
specific commodities and price variations in 
different cities, and also served as a basic 
measure in determining wage policies. A 
major revision of the Consumers’ Price 
Index is now in process and should be com- 
pleted some time in 1952. An interim re- 
vision, occasioned by major changes in the 
retail market since mid-1950, will be intro- 
duced in the January index, to be released 
early in March. The BLS is now conducting 
experimental pricing programs to determine 
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whether the revised index should be ex- 
panded to include a much larger number of 
individual items, and extended to represent 
all urban areas by including a sample of 
smaller cities. During World War II it was 
necessary to collect prices for many items not 
included in the Consumers’ Price Index for 
the Office of Price Administration, and to 
compute separate indexes for a number of 
war production cities and small urban areas 
for use in wage stabilization programs. 

The BLS wholesale price index and data 
on average wholesale prices were used ex- 
tensively during the last war to measure the 
effectiveness of price controls at various 
stages in the economy. The wholesale price 
index has also been undergoing a complete 
revision, which should be completed within 
about four months. As a result of this re- 
vision the index will include more com- 
modities, the product classifications will be 
more detailed, and the structure will be more 
flexible, and hence more readily adaptable to 
machine tabulations for special purposes. 


22.3 Business Financia! Statistics. Federal 
Trade Commission and Securities 
and Exchange Commission. [c.H.s.] 


The Economic Stabilization Agency needs 
to have current information on the financial 
operations of business as an aid in establish- 
ing its price policies, in measuring progress 
toward attainment of these policies, and in 
testing the effectiveness of the policies. Plans 
are now being completed to meet the needs 
of the ESA for information of this kind 
through expansion of the business financial 
reporting program conducted jointly by the 
Federal Trade Commission and the Securi- 
ties and Exchange Commission. This pro- 
gram has obtained quarterly reports on 
financial operations from a sample of about 
7,000 manufacturing firms. The size of the 
sample will be increased to include wholesale 
and retail trade and to make possible a more 
detailed industry breakdown in a few spe- 
cific areas of manufacturing. 


24. RESEARCH TECHNIQUE 


24.1 Per-reader Comparisons Finds Large 
and Small Ad Costs Equal. Edward 


J. Dever, Jr., Printers’ Ink, February 
23, 1951. [R.M.c.] 


The basic principles of advertising reader- 
ship uncovered by Readex, St. Paul media 
research organization, in general agree with 
results obtained earlier through more com- 
plicated methods of research. Because of its 
simplicity and limited number of controls, 
compared with other methods, Readex’s 
method should be of interest to marketing 
research and media men. The conclusions 
are based upon an analysis of about 150 
readership studies made since October 1947 
by Readex. Reader interest in the entire 
advertising and editorial content of each 
publication surveyed is measured. This low- 
cost method is designed to supplement other 
types of reader research. 


24.2 It’s Easy to Dig Up Vital Market Data 
with the Right Tools. Arthur H. Dix, 
Priniers’ Ink, March 9, 1951. [R.M.c.] 


An analysis of what you need, where to 
get it, and how to use it is presented in this 
article presumably written for those new 
to marketing research. 


24.3 The Snowball Interview—New Tool 
for Market Research. Perham C. 
Nahl, Printers’ Ink, March 23, 1951. 
[R.M.C.] 


The snowball interviewing technique is so 
named “‘because it gets a group into a frame 
of mind where their comments build up 
cumulatively to a total sum of information 
greater than that obtained in the door-to- 
door type interview.” The technique is to 
bring together a small group of customers to 
chat informally as in any small neighborhood 
gathering. The conversations, which are 
allowed to develop without guidance, are 
recorded and played back to agency per- 
sonnel. This preserves the exact verbal flavor 
of the answers so that copy writers and their 
copy more than ever talk the language of the 
buyer. 


24.4 Use of Opinion Research. Leo Bogart, 
Harvard Business Review, March, 

1951. [E.D.] 
Standard Oil Company (New Jersey) has 
made considerable use of opinion research 
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to determine the firm’s reputation among the 
public. Such research is designed to reveal 
broad currents of public opinion, not only 
on business generally and on the oil industry 
and Standard Oil in particular, but also on 
specific issues, such as gasoline taxes, invest- 
ments abroad by United States oil com- 
panies, and fear of a fuel oil shortage. Other 
projects have been designed to measure 
audiences for radio programs and magazines 
and to determine audience preferences and 
reader recall. Still others are designed to show 
friendly and unfriendly attitudes, the rela- 
tion between consumer attitude and political 
activity, popular images of the company 
(most people have a very weak or no image 
of a company beyond its products or ser- 
vices), and the characteristics of criticisms 
and critics. 

Of particular interest is research on the 
effect of institutional advertising on public 
opinion and behavior. Possibly because of 
methodological problems, only inconclusive 
or negative findings have resulted from such 
studies thus far. 

Data from these various studies have been 
used as one factor in the formulation of 
company policies. 


24.5 Evaluation of Forward Buying. Howard 
T. Lewis, Harvard Business Review, 
March, 1951. [E.p.] 


Forward buying refers to purchases which 
in any way anticipate the time of actual 
use of the materials bought. It includes 


buying for protective inventory reserves and 


for foreseen operational requirements. Since 
the objective of a buyer is to keep the prices 
paid for materials as low as possible, it is 
desirable to measure statistically his success 
in forward buying. Such buying is still too 
much a matter of guesswork. 

A simple method is to compute the dif- 
ference between actual purchase cost of 
materials and their computed cost had they 
been purchased at the time they go into 
production. The advantages and limitations 
of such a measure are reviewed. The useful- 
ness of this computation rests ultimately 
upon the interpretation placed upon it and 


the effect of that interpretation upon buying 
policy and practice. 


24.6 Reliability of Personal Interview Data. 
Charles L. Vaughn and William A, 
Reynolds, Fournal of Applied Psy- 
chology, February, 1951. [E.p.] 


To determine the reliability of reported 
age, education, and socio-economic level in 
interview studies, 888 adults in Des Moines, 
Iowa, and 430 adults in Springfield, Massa- 
chusetts, were interviewed in April, 1948, 
and again in July-August, 1948. Included in 
each questionnaire were three questions 
covering age, education, and socio-economic 
level. The product-moment correlation co- 
efficient between the original and repeat 
reports from Des Moines and Springfield 
were .85 and .80, respectively, for age; .82 
and .67 for education; and .61 and .42 for 
socio-economic level. Interviewer ratings of 
socio-economic level appear, therefore, to be 
the least reliable of the three personal items. 


24.7 Factors in the Return of Question- 
naires Mailed to Older Persons. 
Joseph H. Britton and Jean O. Brit- 
ton, Fournal of Applied Psychology, 
February, 1951. [E.p.] 


Previous studies of respondents and non- 
respondents to mail questionnaires reveal 
that although differences between the two 
groups are frequently related to factors 
peculiar to the individual studies, respond- 
ents are generally those who are interested 
in the topic under consideration and have 
strong ties of loyalty with the sponsor of the 
inquiry. A study was made of respondents 
and nonrespondents to a questionnaire sent 
to retired Y.M.C.A. secretaries and to 
retired teachers. Chi-square probability val- 
ues found to be statistically significant at the 
five per cent (or better) level of significance 
indicated that respondent Y.M.C.A. secre- 
taries had more often retired at 60 or more 
years of age (rather than earlier) and had 
served the Y.M.C.A., for 25 or more years. 
Those cooperating to the fullest extent had 
moved since retirement more than one 
would expect by chance. 
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Among the retired teacher respondents, 
men replied more frequently than women; 
respondents had more frequently been in 
college positions than in elementary or high 
school positions; and responding women 
tended to be those who had retired recently. 


24.8 Measuring Exposure to Advertise- 
ments. William T. Moran, Fournal 
of Applied Psychology, February, 
1951. [E.p.] 


The two major techniques used to de- 
termine the portion of a universe which has 
been exposed to an advertisement or maga- 
zine are those of Lucas and the Magazine 
Audience Group. Under the Lucas technique, 
respondents are asked, both before and 
after its publication, whether or not they 
recall having seen a given advertisement, 
with the results of the affirmative responses 
of the pretest used to correct the score of 
the post test to yield an adjusted audience 
percentage. 

Moran proposes modification of this 
method by use of pairs of advertisements 
rather than single advertisements and by 
the correction of the audience figure for con- 
fused responses which, he assumes, distribute 
themselves on the pretest in a chance order. 
The proportion of the sample which was 
exposed to the advertisement is computed 
by an algebraic formula based on the pro- 
portion of the sample which was not confused 
on the pretest and the proportion of the 
sample which responded affirmatively on the 
post test. 

A pilot study was made to compare results 
of the Lucas and Moran methods. The two 
resulted in widely different scores. The article 
is followed by a criticism by Norman Heller 
and that, by a reply by Mr. Moran. 


24.9 Group Relations as a Variable in Com- 
munications Research. Matilda W. 
Riley and Samuel H. Flowerman, 
American Sociological Review, April, 

1951. [E.D.] 
In most mass media studies, the audience 
has been conceived of as a series of indi- 
viduals with many personal attributes, Any 


one person in an audience reacts not merely 
as an individual, however, but also as a 
member of the various groups of which he 
is a part. To test this hypothesis, a study 
was made among 50 children in a New York 
City progressive school and later among 400 
children in a New Jersey public school. It 
was found that children who are closely 
integrated into friendship groups differ in 
two respects from those who are relatively 
isolated from their peers: the less peer- 
oriented child (1) generally selects different 
kinds of radio programs and reads different 
kinds of comic books; and (2) even when he 
does read or listen to the same thing as the 
peer-oriented child, he often interprets it 
in a different way or likes it for different 
reasons. The authors suggest further re- 
search into the means and effects of mass 
communications and their social implica- 
tions. 


26. MISCELLANEOUS 


26.1 Research in Resource-Use Efficiency 
in the Marketing of Farm Products. 
John D. Black and Neil T. Houston. 
Harvard Studies in Marketing Farm 
Products, No. 1-H, Cambridge, 
Mass., 1950. Pp. 56. 


The authors of this study suggest about 
25 research projects they believe will be 
helpful in throwing new light upon the 
problem of measuring the degree of efficiency 
with which marketing uses human and nat- 
ural resources. Despite its title, the booklet 
considers marketing in general much more 
than it does agricultural marketing. The 
projects recommended include those con- 
cerned with individual firms, where the 
objective is to increase money returns, and 
those concerned with marketing systems as 
wholes. Of particular interest to marketing 
men will be the authors’ discussion of pos- 
sibilities and problems in the measurement 
of the social productivity of marketing. 
Much of this material is taken from a stimu- 
lating and important but hitherto unpub- 
lished Ph.D. thesis prepared by Professor 
Houston at Harvard under the supervision 
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of Professor Black. This thesis, which should 
be perused by many students of marketing 
is on file at the Widener Library in Cam- 
bridge under the title Methods of Efficiency 
Analysis in Marketing. 


26.2 Needed: A Common Ground for Busi- 
ness and University Research. 
Robert Ferber, Printers’ Ink, March 
23, 1951. [R.M.c.] 


Mr. Ferber picks up the suggestion made 
by Mr. Bernays (see 1.1) and observes that 
one reason business does not make more use 
of the findings of social scientists is that 
little effort is made by social scientists to 
report their research findings in a form 
understandable to the layman. On the other 
hand business men do not always recognize 
the value of research. Mr. Ferber suggests 
that it is necessary ‘‘(1) To acquaint busi- 
nessmen with the value of advertising and 
related fields of research findings in the social 
sciences, as well as their limitations; and 
(2) to keep business informed of current 
developments in university research of po- 
tential practical value.” 


26.3 Can You Afford a Market Research 
Department? W. A. Marsteller, Jn- 
dustrial Marketing, March, 1951. 
[R.M.c.] 


Some twenty leading marketing men 
address themselves to the question of how 
big a firm must be to support a marketing 
research department. Also discussed is the 
question of whether marketing research is 
flexible enough to warrant continued use 
or expansion in a war economy. 


- 26.4 Special Days, Weeks and Months in 


1951. U. S. Department of Com- 
merce. [c.H.s.] 


This compilation of specially designated 
days, weeks and months is designed to assist 


businessmen in coordinating advertising and 
other promotional plans with such events. 

All such events known to the Department 
of Commerce to be of interest to business 
are included. Where the connection with 
business appeared doubtful but nevertheless 
possible, the event was included. Shows, 
exhibitions, conventions and other meetings, 
however, were not considered to be “special 
days” for the purpose of this compilation, 
and are not included. 

While a list of special events is important 
primarily to businessmen and advertisers, 
it has a value for others as well. Editors and 
advertising managers of media have made 
use of this compilation in commenting upon 
current events and in selling space. Superin- 
tendent of Documents, Washington 25, 
D. C. 15 cents. 


26.5 Interlocking Directorates. 
Trade Commission. [c.H.s.] 


Federal 


The Federal Trade Commission reported 
to Congress that interlocking relationships 
among directors of the 1,000 largest U. S. 
manufacturing corporations constitute a 
threat to competition. 

Pointing out that competition is also 
menaced by interlocking directorates be- 
tween these 1,000 corporations and some 330 
non-manufacturing concerns, the Commis- 
sion said that many of the interlocking re- 
lationships posing the threat are lawful under 
existing statutes. (The most common inter- 
locks were those that linked a seller of goods 
or services with a buyer.) In a substantial 
number of cases the importance of the seller, 
the buyer, or both was such that establish- 
ment of preferential or exclusive-dealing 
relations between them might be expected 
to have adverse effects upon the opportuni- 
ties of their competitors. 

Superintendent of Documents, Washing- 
ton 25, D. C. $1.25. 
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Legislative and Judicial Develop- 


ments in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


The most important recent developments in the legal 
framework in which marketing must function are re- 
ported and analyzed under the topical outline presented 
below. Not all headings in the outline may be repre- 
sented in each issue since it is the general policy of the 
section not to devote attention to the following kinds of 
developments: 

1. New laws or cases involving legal technicalities in 
which neither marketing practitioners, teachers, nor re- 
searchers are likely to have interest. An instance in 
point is the ruling handed down by the United States 
Supreme Court last February in Emich Motors Corp., 
et al. v. General Motors Corp., et al., 19 U. S. L. Week 
4119. The question at issue here was the extent to which 
judgments in a prior anti-trust criminal action may be 
employed as evidence in a treble damage suit, a pro- 
cedural matter only remotely related to marketing ac- 
tivities. 

2. New cases which represent more or less routine re- 
affirmation of well established rulings. For example, the 
Bernfield case, noted below, has not been analyzed be- 
cause the principle governing the holding is so well es- 
tablished that its reiteration in the specific circum- 
stances would serve no useful purpose. In such instances, 
very brief mention of the case may be made for the bene- 
fit of those who may wish to inquire further. 

3. Decisions handed down by inferior courts or even 
some appellate courts which are likely to be reviewed 
by higher courts or which deal with trivial problems. 
For instance, the April issue did not take up the district 
court holding in the May’s Drug Stores case, which has 
now been ruled upon by the Iowa Supreme Court and 
is analyzed in this issue. 

More detailed information about individual items 
may be obtained by direct reference to the sources of 
information cited for each case. These include the 
standard legal reporting services, the law journals, and 
such special facilities as United States Law Week and 
Commerce Clearing House Trade Regulation Reporter, 
"48-51 Decisions (abbreviated hereinafter simply as 
CCH). 

Readers who have comments or suggestions respect- 
ing this section are urged to send them to the editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 
I. Regulation of Monopoly 
A. Market Control 
B. Collusive Practices 


C. Market Exclusion Tactics 
II. Regulation of Product Characteristics 
A. Product Standards 
B. Product Quality 
C, Packaging and Conditions of Sale 
III. Regulation of Price Competition 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 
IV. Regulation of Channels of Distribution 
A. Operating Features of Marketing 
Institutions 
B. Relations Between Buyers and Sell- 
ers: Exclusive Dealing Arrange- 
ments, etc. 
V. Regulation of Unfair Competition 
A. Advertising 
B. Non-Advertising Promotional Meth- 
ods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLY 
A. Market Control 


1. Commonwealth v. McHugh et al., 93 
NE 2d 751 (Mass. Sup. Jud. Court, July 7, 
1950), Cert. Den., 19 U. S. L. Week 3183 
(U. S., January 2, 1951). 


Representative of many of the devices 
by which control may be obtained over 
production and marketing were the methods 
employed by the Atlantic Fishermen’s 
Union whose officers were defendants in this 
case. The union required all fishing boats 
sailing from the principal Massachusetts 
harbors to sell their catches in two union 
“selling rooms” and forbade all sales below 
certain minimum prices (equal to the maxi- 
mum war-time O.P.A. prices). On occasion 
particular buyers were black-listed and were 
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not permitted to obtain fish at the sales 
rooms. The Attorney-General of Massa- 
chusetts proceeded against these practices 
in spite of the union’s contentions that the 
activities were aimed toward achieving 
legitimate union objectives and that the 
state official could not take action since a 
portion of the production involved moved 
into interstate commerce. The courts held, 
however, that union restrictions of this type 
were clearly within the proscription of the 
anti-monopoly laws and that failure of 
Federal authorities to take action did not 
foreclose proceedings by state officials even 
though interstate commerce were affected. 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 


A. Product Standards 


1. 62 Cases of Fam v. U. 79 U.S. L. 
Week 4187 (U. 8., March 26, 1957). 


In the April issue of this section comment 
was made concerning the decision of the 
Tenth Circuit Court of Appeals which ruled 
that the appellant in this action, the Pure 
Food Manufacturing Company, was guilty 
of misbranding its products, labeled ‘‘imita- 
tion jam.” The Federal Security Administra- 
tor had established standards for jam 
specifying that the fruit content be not less 
than 45 per cent of the total weight. De- 
fendant’s product consisted of 25 per cent 
fruit plus sugar and pectin. The Food and 
Drug Administration ruled that it did not 
meet minimum standards for jam and there- 
fore was misbranded under section (g) of 
§343 of the Food, Drug and Cosmetic Act. 
Defendant emphasized that the product was 
correctly labeled “imitation jam,” not 
“jam,” and hence was not misbranded since 
section (c) of §343 specifically excepted 
imitations from standards if properly labeled. 

The Circuit Court held that the product 
“purported” to be a jam, notwithstanding 
the use of the word “imitation,” and hence 
was a sub-standard jam, improperly labeled. 
Defendant appealed to the United States 
Supreme Court and in arguments before it 
counsel for the Government admitted that 
it was the Administration’s position that this 
product would be incorrectly labeled either 


as an imitation jam or as a sub-standard 
jam; in other words, this product could not 
legally be marketed in inter-state commerce 
under the Food and Drug Administration 
interpretation of present law even though 
admittedly the product was a wholesome 
food, not deleterious in any respect. In the 
words of the Administration, however, it 
was an example of “‘economic adulteration.” 

The Supreme Court reversed the decision 
of the Circuit Court, pointing out that the 
precedent relied upon, Federal Security Ad- 
ministrator v. Quaker Oats Company, 318 
U. S. 218 (1943), upheld the power oi the 
Administrator to establish standards but 
did not in any way prevent the marketing 
of an imitation product, when properly 
labeled. It was pointed out that buyers were 
not confused or deceived, but rather were 
able to buy at a lower price a product which 
they knew to be of lower quality. The Su- 
preme Court found this to be a desirable 
alternative. From the marketing point of 
view, it would seem clear that the consumer, 
properly informed by the label and not de- 
ceived or confused in any way, should be 
given the opportunity to decide whether he 
wishes to buy a quality product at a given 
price or a sub-standard product at a sub- 
stantially lower outlay. In the Quaker Oats 
case the Supreme Court had said, perhaps 
with good reason, that the multitudinous 
possible vitamin additions to farina were 
likely to result in consumer confusion; there, 
however, two standards had been established 
and it remained possible for the producer 
who could not meet the standards set for 
“enriched farina” to market his product as 
simply “farina.” No such alternative had 
been permitted by the Administration in 
this instance, though conceivably’ standards 
might have been established for “imitation 
jam.” 


III. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
1. American Can Co. v. Bruce’s Fuices, 
Inc., CCH 962,796 (CCA, March 30, 1951). 


This is the first of two recent decisions of 
the United States Circuit Courts of Appeal 
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which throw additional light on certain 
aspects of the application of the Robinson- 
Patman Act. In this instance Bruce’s sued 
for triple damages, claiming that the Ameri- 
can Can Company had discriminated against 
the firm in two ways: by refusing to grant 
certain discounts allowed other competing 
customers and by refusing to sell cans of a 
certain size to him. The evidence showed 
that the can company had made available 
to some customers discounts on a broader 
basis than could be justified by the volume 
of business obtained or the savings achieved. 
For example, one customer whose plant 
adjoined the local American Can Company 
factory was granted a so-called runway 
delivery discount. The savings obtained on 
holding and delivery of the locally produced 
cans for this customer were apparent, but 
the latter had been allowed this same dis- 
count for cans produced in other plants of 
the can company. Again, the quantity dis- 
count schedule had been established in such 
a way that the maximum discounts were 
available only to a very few of the largest 
consumers of cans and then only when total 
annual sales to them, irrespective of delivery 
or destination points, were employed to 
calculate eligibility for discounts. 

In affirming the lower court’s award of 
$215,000 to Bruce’s, the Circuit Court 
pointed out that not only was the discount 
schedule of defendant unjustifiably dis- 
criminatory because it was not validated by 
cost savings, but also the application of the 
schedule to Bruce’s had been made un- 
fairly. Competitors of Bruce’s had been able 
to obtain different treatment with respect 
to freight equalization and delivery of 
specially sized cans in such a way that they 
had gained very considerable competitive 
advantages in particular areas. The implica- 
tion was made that the fact that the Ameri- 
can Can Company had made sizable loans 
to some of the competitors influenced its 
actions. 


2. Federal Trade Commission v. Standard 
Brands, Inc., CCH 962,797 (CCA 2, March 
30, 1951). 

In this instance, Standard Brands had 
established a quantity discount schedule for 


bakers’ yeast in which prices for comparable 
quantities were somewhat higher than those 
charged by a competitor. In order to avoid 
losing business to the competitor, Standard 
Brands in certain instances had sold limited 
quantities at prices as low as the com- 
petitor’s scheduled price for a much larger 
quantity. The court held that this was going 
further than simply meeting the competitor’s 
prices (which would have been permissible 
under the recent Standard Oil [Indiana] 
ruling). Actually, said the court, the quan- 
tity discount schedules of both concerns 
specified a price for the quantity sold that 
was higher than the price Standard had 
charged. The fact that the price was not 
lower than that which the customers were 
paying the competitor for larger quantities 
was not a justification for Standard Brand’s 
action. To the court, the phrasing of the 
Robinson-Patman Act which permits prices 
set in good faith to meet an “ ‘equally low 
price of a competitor’ means an equally 
low price for a given quantity.” 


B. Resale Price Maintenance 


1. Schwegmann Bros. et al. v. Calvert 
Distillers Corp., 19 U.S. L. Week 4301 (US., 
May 22, 1951). 


In what constitutes the most serious 
challenge to resale price maintenance since 
the passage of the Miller-Tydings Amend- 
ment to the Sherman Act in 1937 permitted 
contracts in interstate commerce for this 
purpose, the nation’s highest court has in- 
validated the Louisiana Fair Trade Act 
insofar as it requires the observance of “Fair 
Trade” minimums by non-signers of con- 
tracts. The legal basis for the ruling is simple: 
the Louisiana Fair Trade Law, like those of 
most other states, provides that the signing 
of a resale price maintenance contract by one 
distributor is binding upon all other dis- 
tributors upon proper notification. Schweg- 
mann argued, however, that since the Miller- 
Tydings Amendment states only that “‘con- 
tracts or agreements prescribing minimum 
prices” are not violations of the Sherman 
Act, therefore any other arrangement not 
specifically a contract or agreement between 
the buyers and sellers must be illegal insofar 
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as interstate commerce is concerned, ir- 
respective of state legislative provisions. 

The court’s decision removes a very prac- 
tical portion of the legal foundation which 
has sustained resale price maintenance for 
the past 14 years, though it does not touch 
certain phases of the matter. Arrangements 
to maintain resale prices, including the ap- 
plication of the non-signer clause, continue 
to be legal in intrastate trade; furthermore, 
contracts or agreements to this end are still 
valid in interstate commerce. However, the 
use of these devices by the distributor who 
wishes to maintain resale prices on his brands 
in the national market requires either that 
he be able to domesticate in all states in 
which he sells or that he obtain contracts 
with every seller of his brand. The difficulties 
encountered in adopting either course of 
action are likely to deter most distributors. 
A third alternative, the amendment of the 
Miller-Tydings Act to include the non- 
signer provision undoubtedly will be at- 
tempted. The fact that the original enact- 
ment achieved passage only by slipping it 
through as a rider on an appropriation bill 
may indicate the nature of the problems to be 
faced by both the proponents and op- 
ponents of such a measure. 

The impact of the Schwegmann decision 
on marketing may not be apparent for some 
time. Except for the much-publicized Macy- 
inspired price war in New York and a few 
other somewhat isolated instances of price 
cutting, most retailers have been clinging to 
the established prices. It would appear to be 
inevitable, however, that sooner or later 
retailers in every area will face competition 
from dealers who will trim prices to obtain 
greater volume of sales. 

In the long run the inability of manu- 
facturers to set resale prices generally can be 
expected to have significant results. The re- 
introduction of price competition to some 
fields from which it has been notably absent 
for many years, ¢.g., drug retailing, should 
stimulate the desire for improvement and ef- 
ficiency. Whether the important changes 
which price competition has helped to pro- 
duce in grocery retailing (self-service, large 
units, narrower margins, etc.) may occur in 


what have been the more protected lines is, 
of course, mere speculation. In any case, 
the consumer is likely to have a wider range 
of choice in determining the kind of store he 
wishes to patronize. 


2. Sunbeam v. Wentling, 19 U. S. L. 
Week 3326 (U.S., June 4, 1951). 


In this case, too, the Fair Trade laws are 
under attack, though the implications of the 
case are much less serious than are those in 
the Schwegmann case above. Defendant in 
this instance operated a mail order house in 
Pennsylvania selling products both within 
the state and in interstate commerce. It has 
advertised and sold certain Sunbeam prod- 
ucts at prices below the established fair trade 
minimums. The lower court enjoined Went- 
ling’s price cutting, but on appeal, the Third 
Circuit Court amended the lower court’s 
order to specify that the injunction should 
apply only to the sales made in intra-state 
trade. In other words, Wentling hereafter 
would be permitted to advertise and sell 
Sunbeam products below “fair trade” mini- 
mums to buyers located outside the state of 
Pennsylvania. In its per curiam decision, 
the Supreme Court merely remanded the 
case to the circuit court with instructions to 
modify its decision in the light of the 
Schwegmann ruling. As a result, there re- 
mains unanswered the question respecting 
the possibility of controlling resale prices 
across state lines. Should the Miller-Tydings 
Act be amended to include non-signers 
within its scope, this issue might again be- 
come significant. 


3. The following cases are also noted: 


(a) General Electric Co. v. Bernfield, 
125 N. Y. L. J. 1107, March 28, 1961, re- 
affirms the principle that a retailer may not 
close out merchandise at less than its fair- 
traded price while he is under injunction not 
to sell below this stipulated price. 


(b) General Electric Co. v. R. H. Macy 
& Co., Inc., 125 N. Y. L. J. 205, January 17, 


1951 (CCH 64, 261), holds that price- 


cutting had not become so general as to 
constitute abandonment of price mainte- 
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nance by petitioner (see April issue of this 
section). 


C. Price Control 


1. Adwon v. Oklahoma Retail Grocers 
Association, Inc., CCH 62,791 (Supreme 
Court of Oklahoma, February 27, 1951). 


The decision in this case upholds the new 
Oklahoma Unfair Sales Act, 15 O. S. Supp. 
1949, sec. 598, passed to replace the old law, 
15 O. S. 1941, sec. 593, which had been 
declared unconstitutional in Englebrecht 0. 
Day, 208 P 2d 538. The 1941 Act had con- 
demned any sale below cost which had the 
“intent or effect of injuring competition.” 
The court had held that an offender who 
was not price-cutting intentionally to injure 
competition could not be held in violation 
of the law. (But note the ruling respecting 
this point in the May’s Drug Stores case 
below.) The new Act deleted the words “‘or 
effect” and made certain changes suggested 
by the court in Englebrecht v. Day. Although 
it has now been held to be constitutional by 
a majority of five members of the court it is 
perhaps worth noting that in this case as in 
so many others dealing with price regulation 
there is a vigorous dissent. Justice O’Neal, 
supported by two other members of the 
court, took the position that any pricing 
statute similar to this was unconstitutional 
unless applied solely to ‘“‘businesses affected 
with the public interest,” a description which 
he saw no reason to apply to the selling of 
coffee, soap, or shortening. 


2. May’s Drug Stores, Inc., v. State Tax 
Commission et al., CCH {62,741 (Supreme 
Court of Iowa, December 12, 1950). 


Reversing the decision of a lower court, 
the Iowa Supreme Court in this decision 
upholds the constitutionality of the Iowa 
Unfair Cigarette Sales Act, prohibiting the 
sale of cigarettes below cost except to meet 
the competition of another dealer. The chief 
criticism of this act in the lower court had 
been directed toward the fact that the law 
made no distinction between sellers who 
intentionally might injure competition by 
selling below cost and those who might 
“fnnocently” achieve the same result. The 


majority decision swept aside this objection, 
pointing out that the competitor was equally 
injured regardless of intent of the price 
cutting. Other criticisms of the law, par- 
ticularly those dealing with the vagueness of 
the determination of cost and the indefinite- 
ness of the term “trading area,” were simi- 
larly considered unimportant. The court 
held that dependence could be placed upon 
the “good faith” determination of both cost 
and trading area limits by retailers. 


3. The following additional case is 
noted: 


People v. Max Part, CCH 62,973 (Cali- 
fornia Court of Appeals, March 6, 1951), 
reaffirms the ruling of the California Su- 
preme Court in People v. Centr-O-Mart et al., 
214 P 2d 378 (1950), which held that al- 
though the state Unfair Practices Act does 
not so specify, public officials may take 
action against firms which cut prices below 
cost. 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 


A. Operating Features of Marketing In- 
stitutions 

1. Reingold v. Harper, 19 U. S. L. 

Week 2302 (N. J. Sup. Ct., Jan. 8, 1951). 


In the April issue of this section the 
developments in “self-serve” gasoline sta- 
tions retailing in California were mentioned 
and some of the legislation and court de- 
cisions restricting their operations were 
analyzed. New Jersey gasoline retailers, too, 
apparently have been aware of the threat 
these new operators pose and have hastened 
to the state legislature to obtain a protective 
enactment. The law so achieved is in this 
action approved by the state’s highest tri- 
bunal, two judges dissenting. The majority 
decision points out that although gasoline 
retailing is not an industry “affected with 
the public interest,” nevertheless it may be 
regulated under the police power in order 
to protect the public safety, gasoline being 
a highly inflammable fuel. Furthermore, the 
legislature may adopt this policy of pro- 
hibiting self-serve operation on the grounds 
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of protecting the public safety, even though 
evidence was presented to show that the 
support for the legislation came from groups 
interested in protecting the price structure of 
the conventional retailers and despite con- 
flicting evidence regarding the real danger 
to the public of self-serve gasoline dispensing. 
It is perhaps unfortunate but not unusual 
that efficiency in marketing should be cir- 
cumscribed by self-seeking groups operating 
under the guise of protecting the public. 


V. THE REGULATION OF UNFAIR 
COMPETITION 


A. Advertising 


1. Folds et al. v. Federal Trade Cammis- 
sion, CCA 7, March 23, 1951, CCH 62,798. 


If the approach taken by the court in 
this proceeding is to be followed in the future 
with regard to the review of Federal Trade 
Commission orders, this decision signals a 
somewhat significant increase in the diffi- 
culties to be faced by the Commission. The 
court took the position that the power of 
the courts to review evidence upon which 
administrative tribunals base decisions is 
greatly increased by the recent Administra- 
tive Procedures Act, particularly as inter- 
preted in Universal Camera Corp. v. National 
Labor Relations Board, 19 U. S. L. Week 


4160 (U. S., 1951). Since the decision in 


Federal Trade Commission v. Royal Milling 
Company, 288 U. S. 212 (1933), the Federal 
Trade Commission has enjoyed the power 
to find facts and, if these facts are sup- 
ported by some evidence, the court must be 
bound by them. This power has been criti- 
cized and at times legislative amendments to 
change the situation have been proposed 
without success, e.g., the O’Hara Bill, H. R. 


125 (January, 1947). 


The decision of the Supreme Court in the 
Universal Camera Corp. case upheld the 
power of the court to review the trial ex- 
aminer’s report and recommendations as 
well as other evidence. In the Fo/ds case the 
court does precisely this. 

The facts in the case are not unusual, 
Petitioners had advertised that their prod- 
uct, ““Kleerex,” would remove pimples over- 
night. The expert testimony on both sides 
agreed that the product might be useful in 
drying up lesions of the skin or in covering 
them in exceedingly bad cases, but in- 
ternally caused afflictions apparently could 
not be prevented by its use. After hearing 
the evidence, the trial examiner recom- 
mended that the final order merely pro- 
scribe advertising which made claims re- 
specting over-night disappearance of pimples. 
Instead, the Commission followed the view 
of its medical expert and ordered the com- 
pany to cease representing that the product 
was an “effective” treatment. The court 
reversed this order after considering in some 
detail the evidence presented, including 
both the examiner’s report and testimony 
of witnesses who claimed that the product 
had satisfactorily corrected their condition. 
The court took the position finally that the 
Commission had not shown that petitioner 
had claimed ‘“‘Kleerex” was an “effective” 
treatment! 


2. The following case is also noted: 


(a) Carter Products, Inc. et al. »v. 
Federal Trade Commission, CCH 62,769 
(CCA 7, February 2, 1951) modifies an order 
of the Commission which had forbidden 
petitioner to imply that its product, “‘Arrid,” 
would “‘permanently” and “‘safely” prevent 
perspiration. 
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INVENTORIES AND Business Cycies, by 
Moses Abramovitz. (New York: National 
Bureau of Economic Research, 1950. Pp. 
632. $6.00.) 


Another milestone in the long line of basic 
studies of the statistical foundation of 
American economic life, initiated by Wesley 
C. Mitchell and his colleagues and successors 
on the staff of the National Bureau of 
Economic Research, has been set by this 
book. 

The author, a professor of economics at 
Stanford, set out “to discover, by studying 
statistical records, how inventories (chiefly 
manufacturers’ stocks) have moved during 
business cycles and what influence they have 
had on business activity.” 

The study consists of three parts (21 
chapters) and an appendix which covers 120 
pages. Part I (3 chapters) deals with the 


various theories of the relation of manu- 
facturers’ inventories to inventories gen- 
erally, and with the nature of the statistical 
material used in the analysis. “Part II (10 
Chapters),” in the author’s words, “begins 
with an investigation of manufacturers’ 
total holdings,” and “attempts to answer 
two questions” (1) “do manufacturers’ stocks 
typically rise during expansions of general 
business and fall during contractions?” and 
(2) “do inventories typically reach their 
peaks and troughs before or after business 
activity?” The remainder of Part II treats 
inventories in various stages of the produc- 
tion process such as “‘raw materials, goods in 
process, and finished goods.” Part III (8 
chapters) deals with ‘“‘cyclical changes in 
inventory investment.” Dealing with the 
problem of timing, the answers are sought 
to two questions: (1) do the peaks and 
troughs of inventory investment “regularly 
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precede, follow, or coincide with the peaks 
and troughs of business cycles?” and (2) 
what is “the relative timing of turning points 
in inventory investment and those in the 
rate of change in output?” 

The author thoughtfully suggests short 
cuts for the busy reader who is willing to 
take on faith the more technical analysis 
which comprises the bulk of the work. Since 
the analysis deals with what the author 
rightly terms “seriously inadequate” data, 
it is interesting to the scientific reader to 
follow closely his methods and techniques. 
This reviewer feels that Professor Abramo- 
vitz has done an excellent job in a very diffi- 


cult area. Better work must await better . 


raw materials. The shortage of reliable in- 
ventory data on a monthly basis is a serious 
stumbling block. Absence of physical volume 
data is another, made more serious by limi- 
tations on comparable price data. The 
author makes clear that he is fully aware of 
these pitfalls and yet traces a course through 
and around them which brings him to his 
goal. Thus as he approaches his conclusions 
on Part II, he prefaces his analysis with 
these words, “This account, however, cannot 
be more than a preliminary explanation” 
of the cyclical behavior of manufacturers’ 
stocks. “The data so far analyzed disclose 
some of the significant behavior traits of 
inventories; but they reveal also that for 
many aspects of inventory behavior we can- 
not now obtain reliable information, and for 
some none is available.” 

Nevertheless, the author feels that “The 
physical volume of manufacturers’ inven- 
tories, as a whole, tends to conform to 
business cycles with a long lag. This is the 
solid characteristic of inventory behavior 
that can be established with presently avail- 
able evidence and that requires explanation” 
(p. 312). He thinks the lag is close to six 
months but admits that “the crudity of 
our estimates” makes difficult a more pre- 
cise measure. Some reasonable doubt may 
remain in the reader’s mind about the 
validity of any conclusion based on such 
flimsy statistical foundation, although the 
author makes an earnest and competent 
effort to substantiate his contentions. 


Following the general conclusion on the 
relation of manufacturers’ stocks to the 
business cycle, examination is made of the 
behavior of goods in process, raw materials, 
finished goods, and “several minor classes.” 

The brief closing section of Part IT (Chap- 
ter 13) entitled Unsettled Questions deserves 
the careful attention of the heads of our 
government statistical agencies since it 
indicates the areas in which manufacturers’ 
inventory statistics need strengthening. As 
one who has faced this problem in his own 
researches and who participated in a small 
way in establishing the current Department 
of Commerce series on inventories, this 
editor concurs heartily in the author’s analy- 
sis of needs and would add that better data 
on inventories at the wholesaling and retail- 
ing levels are even more badly needed. 
Efforts to secure regional data in the Pacific 
Northwest have thus far failed of fruition, 
but “hope springs eternal.” 

Part III treats ably of the significance and 
behavior of inventory investment. The 
author examines the “cyclical timing of 
inventory investment” and concludes “that 
the peaks and troughs of inventory invest- 
ment are near those of business and con- 
siderably later than those of the rate of 
change in output” (p. 333). He also studies 
“the relation between the amplitude of 
cycles in inventory investment and in total 
output,” concluding “that a very large part 
of the total changes in gross national product 
during business cycles takes the form of 
changes in inventory investment.” Thus 
inventory policies are believed to play a 
very significant role in the ups and downs 
of business. 

In pondering the conclusions of this ex- 
cellent statistical analysis of the relation of 
inventories to business cycles, this reviewer 
was troubled by two facts. The first has 
been mentioned, the inadequacy of the 
statistics. The second is the failure to supple- 
ment the statistics by additional research 
in the field of actual business. In his own 
contacts with business research the reviewer 
has been impressed with the unusual intelli- 
gence and factual-mindedness of purchasing 
agents, the very men responsible for in- 
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ventory policies. Individually and collec- 
tively American purchasing agents are close 
students of business conditions. In this re- 
viewer’s contacts with-them he finds that 
they endeavor to adjust inventory policies 
closely to business fluctuations. Would not 
a study of “inventories and business cycles” 
based on interviews with a carefully selected 
sample of these men add a great deal to our 
understanding of this problem? I am not 
certain that purchasing agents might not be 
able to supply some of our statistical de- 
ficiencies. I know they would be the first to 
cooperate in improving inventory statistics 
of the future. 

This is by no means a criticism of Pro- 
fessor Abramovitz’s excellent study. Rather 
is it a suggestion for further research in this 
field. 

One minor criticism of interest to readers 
of THE JOURNAL OF MARKETING might be 
mentioned. On page 331, the author in a 
purely incidental comment suggests that a 
manufacturer producing for the market and 
not to order “‘must base his decisions about 
the quantity of goods to purchase and to 
produce in Jarge part on a guess about the 
quantity he will sell.” (Italics supplied.) 
While many, if not most manufacturers no 
doubt do follow a guess-work policy, a grow- 
ing number now substitute marketing re- 
search as a basis of estimating sales. The 
precision which may be obtained by a scien- 
tific study of both industrial and consumer 
markets takes much of the guesswork out 
of sales planning. This, with the increasingly 
careful work and study of purchasing agents, 
may contribute substantially over the years 
ahead to modifications in inventory policies 
and business cycles. 

One last word is in order. Not only has 
Professor Abramovitz done a masterful job 
of statistical and economic analysis, but he 
has the rare and pleasing ability to express 
himself clearly and cogently. This reviewer 
found the book easy to read. 

NaTHANAEL H, ENGLE 
University of Washington 


Marketinc Pouicies, by Hugh E. Agnew 
and Dale Houghton, 2nd Edition. (New 


York: McGraw-Hill Book Company, Inc., 

1951. Pp. $90. $6.50.) 

In the preface to the first edition of this 
book (1941) the authors claimed to have 
produced a text which “literally starts about 
where most books on the general subject of 
marketing leave off.” For the second edition 
a similar claim may be made. Written as an 
advanced text in marketing, its aim is to 
provide material “for a course in marketing 
campaigns.” 

Since the great majority of those who 
will read this review will be familiar with the 
first edition, perhaps the best approach is 
to note the changes which have been made. 

As to the number of pages the two edi- 
tions are substantially identical. Moreover, 
both contain twenty-four chapters. Even 
most of the chapter titles are either identical 
or similar to those in the original book. How- 
ever, these more or less superficial similari- 
ties should not lead one to the conclusion 
that few changes have taken place in the 
process of revision. While this reviewer has 
not made a careful page-by-page analysis, 
sample checks would substantiate the claim 
made in the preface to this edition that 
“about fifty-five per cent of all the material 
in the book is new.” 

Perhaps the major changes are as fol- 
lows: 

1. The first chapter of the 1941 edition 
on the need for better trained businessmen 
has been transferred to the end of the book. 
Professor Duncan and I have faced a similar 
problem of location with our chapter on 
opportunities in retailing in the various 
editions of Retailing Principles and Methods. 
After considerable experimentation and a 
sampling of the opinion of teachers using 
the book, we have reached the conclusion 
that such a chapter should be read at the 
beginning, rather than at the end, of the 
course. If this conclusion is sound, the loca- 
tion shift of this general chapter in Marketing 
Policies from Chapter I to Chapter XXIV 
is unwise. Actually, however, this is a rela- 
tively unimportant criticism since any user 
of the text can easily assign the chapters in 
any order which meets his personal pref- 
erences. 


3 
e 
” 
4 
r 
t 
] 
t 
s 
a 
> 
} 
| 
2 


100 


THE JOURNAL OF MARKETING 


2. The two 1941 chapters on policies with 
distributors and the evaluation of distrib- 
utors’ methods have been greatly improved 
and expanded into three chapters covering 
policies concerning (1) direct selling, (2) 
independent retailers, and (3) integrated 
stores. Much of the material on integrated 
stores is new to the volume. 

3. The chapter on teamwork with dis- 
tributors has been largely rewritten into a 
new chapter on sales promotion. Again, 
marked improvement is evident, especially 
in the general point of view expressed. 

4. A chapter on advertising policies re- 
places some earlier pages dealing with mis- 
cellaneous policies. The resulting chapter is 
both better written and more useful than the 
one it replaces. 

5. The discussion of labels and trade- 
marks has been strengthened by considerable 
rewriting, the addition—among others—of 
a section on private brands, and a brief 
treatment of the Lanham Act. 

6. While it is not true as the publisher’s 
blurb on the jacket says that “the chapter 
on public relations is new,” it is true that 
this chapter has been expanded and strength- 
ened. A similar improvement has taken 
place in the treatment of merchandise 
premiums. 

7. The “Windex” and “Cellophane” cam- 
paigns as illustrations of consumer cam- 
paigns have been replaced by that for 
“Minute Rice.” This latter campaign is well 
described by Mr. Ray M. Schmitz of the 
General Foods Corporation. In the chapter 
on industrial marketing the earlier case 
history of the dry-ice industry is dropped in 
favor of one from the machine tool field and 
written by Mr. Fred Wittner of Fred Wittner 
Advertising. 

8. Finally, the chapter on the consumer 
movement has disappeared, although ref- 
erences to various aspects of the movement 
are made at appropriate points throughout 
the book. To this reviewer, the omission of 
this chapter is a good move since its inclusion 
would lead to duplication with present-day 
general marketing texts. 

All in all, from the user’s point of view 
the second edition of Marketing Policies is a 


marked improvement over its 1941 fore. 
runner. The writing is better, the statistics 
are up-to-date (except that, through no 
fault of the authors, the many delays in 
publication of the 7948 Census of Business 
prevented them from using these data), and 
the selection of illustrative material is more 
appropriate. While it cannot be used as a 
substitute for an introductory text in mar- 
keting (and it was not intended for this), it 
is a worthwhile addition to our teaching 
materials for advanced courses. 
Cuar.es F, 

Bates College 


Unjustity Discriminatory oR PROMOTIVE 
oF Monopoty DEFINED AND APPLIED TO 
Tire Distrisution, by Wroe Alderson 
and Robert E. Sessions. (Philadelphia: 
Alderson and Sessions, 1950. Pp. 213. 
No price given.) 

The purposes and the motivation which 
bring into existence a published study are 
always important in considering, evaluating, 
and criticizing the end product. The preface 
of this study begins with this statement, 
“The research and consulting organization 
of Alderson and Sessions has been engaged 
in a series of studies of the marketing of 
rubber tires. It was retained for this purpose 
by these law firms: White and Case; Cahill, 
Gordon, Zachry and Rundel; and manvu- 
facturing companies: Goodrich, Goodyear, 
and United States Rubber.” 

The study is divided into two parts: 


Part A—Economic Criteria for Unjustly 
Discriminatory or Promotive of 
Monopoly (22 pages) 
Part B—Application of Criteria in Tire 
Distribution (46 pages) 
It also contains eleven separate appendixes 
covering 145 pages. 


Part A unquestionably represents the more 
objective scholarly and qualitative aspects 
of this publication. It is an interesting case 
study of the question of monopoly or 
oligopoly. 

The criteria for the existence of a com- 
petitive market are listed as follows: 


1. Freedom of opportunity for enterprise 
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2. Effective consumer choice 

3. Efficient production and marketing 

4. Balance of bargaining power 

s. Flexible adjustment to changing mar- 
kets. 


The presentation points out that there 
are numerous tire manufacturers; that tire 
outlets are varied, numerous and wide- 
spread; that the consumer has a wide choice 
as to type, brand, and price; that use, time 
and place utility are all of vital importance 
in the tire replacement market. 

As further evidence of the lack of monop- 
oly in this important field, the great tech- 
nological advances prompted by competition 
among the manufacturers of tires are cited. 
The drop in the cost of tire service from 
more than ten cents a mile forty years ago 
to less than one cent a mile currently is seen 
as the result of efficient and imaginative 
production and marketing of tires. There 
seems little reason to differ with the authors’ 
findings on points one, two, and three: 
freedom of entrance into the retail tire 
business; the wide choice available to con- 
sumers as to quality, price, terms or place; 
and a competitive condition in the manu- 
facturing of tires which has resulted in the 
consumer progressively receiving a better 
tire at a lower price. 

Points four and five, however, concerning 
balance of bargaining power and flexible 
adjustment to changing markets are not so 
convincing. Here considerable effort appears 
to have been exerted in bringing forth the 
scholarly writings of some of our famed 
economists as to what is and what is not 
monopolistic. 

The almost complete omission of a dis- 
cussion of price and price differentials based 
on quantitative and qualitative standards 
and the different types of retail outlets 
raises the question as to why this was ignored 
or evaded. Students of marketing are also 
aware that when manufacturers of branded 
lines follow the practice of either exclusive 
or highly selective distribution such a policy 
may be more profitable and more advan- 
tageous to a retailer, but it also definitely 
limits the independence and the bargaining 
power of the retailer. The authors in their 


defense may claim that the proof they sub- 
mit of the profitable character of retail tire 
distribution in subsequent pages fully offsets 
the aforementioned objections. 

Part B deals with the application of cri- 
teria to tire distribution. Statistical proof 
appears to bear out the authors’ contentions, 
in defense of the distribution policies of the 
tire manufacturers, that enlightened self- 
interest has resulted in comparatively equi- 
table treatment of the 50,000 dealer body. 
The following criteria are presented to sub- 
stantiate the claim of fair treatment of the 
retail tire trade: 


Freedom of entry and survival 


New entries in tire retailing have been 
numerous and above the average level in 
the entire retail field. The average life span 
of a dealer has increased from 12.2 years in 
1935 to 15.2 years in 1944 and 16.2 years in 
1947. These figures do not appear too sig- 
nificant, however, for since 1941 tires and 
tire service have been in exceptional demand 


and the tire market has been most favorable. 


Opportunity for growth and profits 


A comparison of the tire trade with other 
lines of retail trade indicates that there are 
proportionately fewer large independent 
dealers (sales in excess of $100,000 annually) 
than there are in other lines of retail activity. 
Only 25 per cent of the tire sales are made 
by such firms whereas 37 per cent of other 
retail sales are made by concerns selling in 
excess of this figure. Undoubtedly, the con- 
venience and emergency character of tire 
replacements is a factor in the establishment 
of many small retail tire outlets. Profits for 
tire dealers have been comparable or higher 
than in most retail lines. Retail tire dealer 
profits have been equal to or higher than 
all but 6 of the 50 retail classifications, 
exceeded only by office equipment stores, 
restaurants, and limited variety stores. 

The authors credit the manufacturer with 
rendering a multitude of services to their 
dealers, encompassing: 


1. Careful study and counsel as to the 
selection of a tire outlet location, store 
layout, fixtures, and equipment. 
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2. Merchandising counsel as to allied 

lines, and all kinds of advertising and 

sales aids. 

3. Accounting and other record control 
systems. 

4. Counsel on management and personnel 

problems. 


To what extent these services are designed 
for the benefit of the dealer rather than the 
manufacturer and to what extent they are 
used by the dealer, the authors fail to indi- 
cate. The proof should convey not only the 
availability of such a program, but its 
utilization. 

In discussing the efficiency of the distri- 
bution of tires and the profitable character 
of retail marketing of tires, the authors 
develop the historical trends and changes in 
the channels of distribution as proof that the 
industry is dynamic and competitive: 


1. The consumer has access to a wide 
choice of tires, ready access to tire 
stores. 

2. Channels of trade have shifted since the 
1920’s from the exclusive independent 
dealer to encompass the following 
additional retail outlets: mail order 
houses, department stores, cooperatives 
and direct shipments by manufacturers 
to fleet owners. The percentage of 
business obtained by each of these 
types of retail outlets has varied from 
year to year since 1926 but a more 
stable pattern seems to have developed 
since 1946 with independent tire dealers 
responsible for slightly better than 50 
per cent of replacement sales. 


The conclusion drawn by the authors is 
that monopolistic practices in distribution 
do not exist and that small-scale tire dis- 
tributors are accorded equitable treatment. 

The statistical appendixes in themselves 
would warrant a lengthy discussion and 
evaluation. They cover the following eleven 
points: 

1. Entrance and Survival Among: Tire 
Dealers 

2. Size and Age of Retail Tire Outlets 

3. The Stable Position of Tire Stores in 

the Field of Retailing 


4. Comparative Profitability of the Tire 
Trade 
5. The Chain Store Position ir the Re- 
placement Tire Business 
6. Competitive Position of Tire Stores in 
Small Cities 
. Aids to Dealers 
. Fluidity in Position of Individual 
Purchasers 
g. Wholesale-Price Movements of Tires 
and Tubes 
10. Trends in Replacement Tire Con- 
sumption 
11. Comments on Appendix A to Proposed 
Rule 


In conclusion, the study is well organized 
and the claims are well supported by statis- 
tical evidence. Its weakness lies in the area 
of omissions but this is forgivable in the light 
of the purposes of the study. 

The study is of particular value to the 
well-informed, mature economist and mar- 
keting student. It is to be highly recom- 
mended for thoughtful and critical students 
of our present economic system. It is a good 
contribution to a more concrete and realistic 
study of the question of monopoly and 
oligopoly. 


coon] 


Tueopore H. Smiru 
Montana State University 


SECURITY FOR THE PEopLe, by Roland W. 
Bartlett. (Champaign: Garrard Press, 
1949. Pp. 303. No price given.) 


Man’s disposition to seek simple causes 
for highly complex economic situations, 
coupled with the apparent need for the dis- 
covering of a scapegoat to whom blame for 
the phenomena may be attached, is at 
once understandable and unfortunate. This 
is of special significance where the practices 
of the allegedly guilty parties can be readily 
and easily established as historic facts, 
accompanying, if not bringing about, the 
difficulties in question. 

The volume under review in this instance 
exemplifies this human tendency to a marked 
degree. In searching for the cause of the 
depression of the 1930’s, with its accompany- 
ing large-scale unemployment, the author 
has decided that “the major cause was the 
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exaction of monopoly prices by a few large 
mass-production industries.” These indus- 
tries are identified as those producing cement, 
motor vehicles, farm machinery, and iron 
and steel. Statistics are presented which 
indicate that prices in these industries, dur- 
ing the depression period, were reduced 
only slightly, as compared with those in the 
fields of agriculture, food products, petroleum 
and textiles. The author labels the former 
group “controlled industries” and the latter 
“competitive industries.” He offers data 
that show that production in the controlled 
industries dropped much lower, compared to 
1929, than that in the competitive industries. 
He then states flatly, “reduced production 
in these (the controlled) industries .. . was 
due primarily to their failure to reduce 
prices of their products so that consumers 
could buy them.” 

The purpose of the book is stated as that 
of stimulating “thinking on ways of main- 
taining full employment and high farm in- 
come within the framework of a competitive 
system of free enterprise.” The Preface and 
Chapter 1 are devoted mainly to stating 
and developing the thesis that the controlled 
industries are the villains of the piece. 
Chapter 2 points out that in Europe govern- 
ment capitalism is replacing private capital- 
ism, mainly because of the failure of the 
capitalists to prevent long periods of unem- 
ployment, hunger, and insecurity. There 
follow three chapters which deal with the 
restoring of competitive pricing in the steel 
industry, preventing depressions in the 
automobile industry, and stabilizing em- 
ployment in the farm machinery industry. 
Chapter 6, while bearing the title of “‘en- 
couraging constructive competition with 
‘rules of the game’,” actually deals with the 
operation and presumed results of the federal 
milk-market orders and the practices and 
procedures which accompany them. The 
“rules of the game” are taken to be the ac- 
tions of the Federal Milk Market Adminis- 
trators, acting under the authority of the 
Agricultural Marketing Act of 1937. 

The remaining five chapters of the text 
portion of the book deal with the idea of the 
guaranteed annual wage; the part that co- 


operatives (both producer and consumer) 
can play in curbing monopolies; education 
for maintaining full employment; and a 
plea for the reform of our economic system 
of private capitalism in order that we may 
remain strong and be able to take our place 
as a world leader. 

The second half of the book consists of 
two appendixes, one of which consists of a 
series of tables setting forth various statistics 
which bear closely on the author’s thesis. 
The other includes a number of short articles 
by various more or less well-known persons, 
designed to point up and lend credence to 
the author’s views. 

This is a book which, if afforded a suffi- 
ciently wide circulation, could easily become 
the center of a controversy of no small 
proportions. The author’s point of view is 
that of many so-called liberals and critics of 
our business practices, which would, perforce, 
collide with the convictions of those who do 
not happen to believe that big business is 
necessarily the root of all of our economic 
ills. His espousal of the milk marketing 


process is at variance with the expressed . 


views of certain milk dealers with whom 
this reviewer is acquainted. His proposal 
that automobiles be distributed direct in 
fleet lots to farmer and consumer coopera- 
tives and labor unions, thereby eliminating 
the new car dealer as a sales agency, is an 
arresting thought, but it leaves one wonder- 
ing as to who would handle the inevitable 
trade-in and how many dealers would sur- 
vive as purely service agencies, to which role 
the author lightly relegates them. One also 
wonders how folks who are not members of 
the favored groups mentioned would secure 
their automobiles. Perhaps the answer would 
be for everyone to join cooperatives or 
unions, an idea that has not been entirely 
absent from the thinking of the leaders of 
these organizations. The author’s definition 
of monopoly—‘“‘monopoly in business means 
exaction of prices higher than they would be 
under competition”—might cause an occa- 
sional eyebrow to be raised. 

The book bears a 1949 copyright and the 
preface is dated February 1 of that year, 
considerably pre-Korea, when, apparently, 
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certain economists, including the author, 
were holding their breaths waiting for the, 
presumably, inevitable post-war recession to 
set in. In view of what has transpired since 
it was written, some aspects of the book 
appear more outdated than they might have 
a couple of years ago. However, for anyone 
who either wishes his own views corrobo- 
rated, or yearns for some intellectual combat, 
the book is recommended as interesting, if 
not particularly soothing reading. 
Harotp A. BAKER 

Fohn Carroll University 


A Reconstruction oF Economics, by 
Kenneth E. Boulding. (New York: John 
Wiley & Sons, Inc., 1950. Pp. 311. $4.50.) 


This stimulating book should be considered 
as a re-examination of and a supplement to 
orthodox economic theory rather than as a 
reconstruction. Essentially, three major 
areas are explored: first, the general theory 
of interacting populations or the ecosystem; 
second, the theory of the individual economic 
organism or the firm; and third, the theory of 
aggregates or macro-economics. This review 
is primarily concerned with the second of 
these. Readers of this journal will perhaps 
find this section more applicable; in addition, 
this is certainly the best part of the book. 

Professor Boulding is concerned with ex- 
cessive specialization in the social sciences. 
His theory of interacting populations is an 
attempt to establish a common methodology 
for a general science of society. The equi- 
librium size of each population in the social 
universe is considered as a function of the 
sizes of all other populations, and is theoreti- 
cally determinate once the various relation- 
ships of complementarity and competition 
are known. This ecological approach, which 
has been used to advantage in the biological 
sciences, seems of value as an expository de- 
vice in discussing dynamic relationships 
among various types of social institutions 
(e.g., independents vs. chain stores). Its 
usefulness for empirical investigations de- 
signed to help us predict changes in social 
populations is not, however, readily appar- 
ent. 

The “reconstruction” of the theory of the 


individual economic organism (the firm) is a 
shift of emphasis from flows to stocks, or 
from the income statement to the balance 
sheet. Professor Boulding deplores the con- 
centration of orthodox analysis upon input 
and output flows, and seeks to introduce the 
importance of assets in determining firm 
behavior. This reorientation has certain 
advantages as well as definite limitations. 
First of all, it allows a very useful first 
approximation theory of the firm to be 
developed, that of “homeostasis,” with the 
balance sheet of the firm corresponding to 
the “‘state” of the biological organism. Any 
exogenous change in a balance sheet item 
motivates a reaction by the firm attempting 
to restore a desired structure of assets, 
Every action of the firm can be analyzed in 
terms of changes in the balance sheet. This 
homeostatic theory says nothing about the 
forces which determine the desired structure 
of assets. Here the theory of asset preference 
is introduced. If there exist certain relatively 
stable “parameters of behaviour” represent- 
ing ratios of total assets held in various 
forms, then sales-purchases functions can be 
derived for each economic unit. If the pref- 
erence ratios themselves depend upon prices, 
this can be readily introduced into the 
analysis. The asset preference approach 
essentially is the Keynesian liquidity pref- 
erence theory applied to all commodities. 
The derivation of market equations by 
preferred asset ratios does allow changes in 
the stock of money to be considered along 
with changes in the stock of non-money 
assets as determinants of market price. 
Thus, this approach is more general, and 
includes more “descriptive parameters” 
within a single framework. The real test of 
the preferred asset ratio concept is whether 
it explains more about market price than 
orthodox analysis. It will perhaps enable us 
to understand more thoroughly certain 
aspects of business behavior. It seems, 
however, to be subject to the same scientific 
limitations as the indifference curve analysis. 
A major advantage of the balance sheet 
approach is that it tends to break down the 
often exaggerated distinction between pro- 
duction and exchange. Production and ex- 
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change are treated as alternative means of 
transforming assets, and the theory of pro- 
duction is basically the same as the theory 
of exchange. The use of the asset preference 
ratios allows a theory of inventory to be 
included along with a theory of production. 
This theory of production and inventory is 
the most ingenious of the book, and the 
reader should be warned lest he become in- 
toxicated and think it more revolutionary 
than it is. A theory of inventory is an essen- 
tial adjunct to a theory of production in the 
short run, but in the long run input must 
equal output and orthodox analysis again 
comes into play. 

Consumption is defined as the destruction 
of assets and, therefore, is something to be 
minimized rather than maximized. In this 
sense, capital must be typified by particular 
assets not as an abstract quantity of “‘ca- 
pacity.” For capital as a capacity is not 
destroyed if consumption is offset by pro- 
duction, and the destruction of particular 
assets need not be minimized in order to 
ensure the rapid accumulation of capital if 
such destruction tends to increase produc- 
tion. 

The third part of the book, or the macro- 
economic section, is the weakest. A reviewer 
is tempted sorely to use the familiar con- 
servative critical remark, ‘“‘what’s true is not 
new and vice versa.” Relying upon ex- 
tremely mechanistic models, and deriving 
from them various identities which are in 
themselves innocuous, Professor Boulding 
draws conclusions which appear as startling 
paradoxes. Closer examination reveals that 
such conclusions stem from the unrealistic 
type of changes imposed. One such er- 
roneous conclusion is that the effect of an 
extension of consumer credit is to reduce 
labor’s share in the social product. 

This is a highly imaginative book, and 
even though thorough study reveals some of 
the ideas less intriguing than they at first 
appear, it forces the reader to re-examine 
elements of orthodox analysis too often held 
sacrosanct. It will prove of interest to stu- 
dents in all the sub-areas of specialization 
within the broad disciplinary limits of eco- 
nomics. It is not at all necessary that the 


book be read or understood in its entirety to 
justify its value. 

James M. BucHanan 
The University of Tennessee 


MarkeETING ReseEarcu, by Ernest S. Brad- 
ford. (New York: McGraw-Hill Book 


Company, Inc., 1951. Pp. 379. $5.00.) 


Upon seeing a new text the main question 
in the mind of the teacher is: “Should I 
adopt it?” With respect to their possible 
interest in Bradford’s book, teachers fall 
into two categories: (1) those who are not 
and (2) those who are offering a course in 
marketing research. Bradford’s book will 
cause few teachers to shift from the first to 
the second category because it fails to pass 
the test of a really good text. The test is 
not how much information it offers the 
student, but how much better a problem- 
solver it can make him. Bradford’s text does 
not significantly help achieve either of two 
legitimate objectives of a course in market- 
ing research: (1) to train future administra- 
tors to decide how much market research to 


buy and to evaluate market research studies: 


and (2) to train future market researchers to 
solve such problems as they may be con- 
fronted with. Bradford does not even men- 
tion the first objective. He almost disavows 
the second, saying: “Not too much space is 
given to details of techniques, which can be 
found in advanced texts later’’ (p. vi). This 
reviewer believes that what students need is 
such advanced texts, which are not cited by 
Bradford and of which this reviewer is 
unaware. It is lamentable that despite the 
magnificent progress of marketing research 
in the past quarter century, the texts are 
behind, not ahead of the work of the better 
practitioners in the field. Marketing research, 
as an academic subject, has not yet attained 
the stage of being a rigorous study of intellec- 
tual challenge or of practical value for stu- 
dents. 

The second category of teachers, those who 
are currently offering marketing research 
courses, will, however, welcome the advent 
of Bradford’s text. As the latest comer, it 
does, as it should, represent some improve- 
ment over existing texts. Its closest competi- 
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tor is Brown’s book.! Comparison of the two 
books is facilitated by reference to the follow- 
ing arbitrary criteria: 

1. Proportion of text devoted to “impor- 
tance” as compared to ‘‘methods’’ of marketing 
research. Brown devotes 270 pages to the 
nature and importance of market research. 
This accords with his stated objective to 
show “how the application of marketing and 
distribution research methods can improve 
the efficiency of marketing operations and 
reduce the cost of distribution.” 

Teachers will appreciate Bradford’s dis- 
position of this question in but go pages. 
The succeeding chapters on “‘how to analyze 
products, markets and methods of distri- 
bution,” however, really illustrate how it is 
done rather than how to do it. 

2. Reality. All of Brown’s examples are 
well-documented cases. Many are more 
recent than Bradford’s even though Brad- 
ford’s book was published later. In addition 
to using actual cases, Bradford relates many 
fictitious anecdotes to emphasize his points. 
His success is dubious. For example, Brad- 
ford tells a tale of a company chemist who 
was advised by a market research agency to 
reject the brand name “Wonderwear” and 
to design the package “‘with care, to be both 
interesting and distinctive.” 

“The chemist took the matter of the name and the 


container, and the advice back to his board of directors. 
‘Sorry,’ he told the research group at their session later, 


1 Brown, L. O., Marketing and Distribution Research 
(New York: The Ronald Press Company, 1949). At the 
risk of flippancy the suitability of others, as texts, may 
be characterized in a word as: 


Too old—Reilly, W. J., Marketing Investigations 
(New York: The Ronald Press Company, 1929) 
Too skimpy—Heidingsfield, M. S., and Blankenship, 
A. B., Market and Marketing Analysis (New York: 

Henry Holt and Company, 1947) 

Too unavailable—Servoise, R., L’Etude Scientifique 
des Marches (Market-research) (Paris: Presses 
Universitaires de France, 1944) 

Too casual—Fox, W. M., How to Use Market Re- 
search for Profit (New York: Prentice-Hall, Inc., 
1950) 

Too limited—Hobart, D. M., Marketing Research 
Practice (New York: The Ronald Press Company, 
1950) 

Too statistical—Ferber, R., Statistical Techniques in 
Market Research (New York: McGraw-Hill, Inc., 

1949) 


‘Board is adamant for “Wonderwear.” What next?’ 
‘Sorry here,’ replied the agency head; ‘our judgment is 
that this name will not please the public, nor in our 
opinion will the detail on the container which you have 
in mind be well received. It looks like a worm crawling 
around the can. We regret that we cannot take your 
account’”’ (p. 15). 


The reaction of the reviewer’s students to 
this passage: “Bunk.” 

3. Teaching Aids. Bradford makes the job 
of the non-specialist or lazy teacher easier 
by the inclusion of a selected reference 
reading list and a set of problems at the end 
of each chapter. Brown’s book contains 
neither of these conveniences. The trouble, 
however, is that the relationship between 
the textual material and the problems is not 
always clear. Some day marketing research 
texts may emulate the organization of mathe- 
matics texts by having textual material 
devoted primarily to explaining methods use- 
ful in solving problems at the end of the 
chapters. 

4. Sales Forecasting. The omission of any 
reference to sales forecasting methods is a 
serious deficiency in Bradford’s book. A 
cynic might, however, question whether 
Brown’s elementary description of the 
methods significantly improves the qualifi- 
cations of a student either to appraise or 
make a sales forecast. 

5. Sampling. In view of its wide impor- 
tance, the treatment of sampling is a good 
criterion of a marketing research text. Brad- 
ford’s book scores over Brown’s on this 
owing to the inclusion of a fine appendix 
written by Robert Ferber on statistical 
techniques in sampling and presenting four 
good case illustrations. 

6. Questionnaire Construction and Evalu- 
ation. On questionnaire construction Brad- 
ford’s book has the edge due to frequent 
citations of Mildred Parten’s excellent book.' 
Bradford’s book, however, neither cites nor 
approaches in quality Hans Zeisel’s on 
questionnaire evaluation. 

7. The Basic Problem. The problems in- 
volved in gathering data are important but 


1 Surveys, Polls and Samples (New York: Harper & 
Brothers, 1950). 

2 Say it with Figures (New York: Harper & Brothers, 
1947). 
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surely are not basic. The basic problem is 
how a given sales expenditure can achieve 
the greatest results or how a desired result 
can be achieved for the lowest sales expendi- 
ture. This requires primarily analysis of the 
company’s or industry’s own records, some- 
times supplemented by census data and 
consumer questionnaires. Eastwood’s book is 
a good example.’ Both Brown’s and Brad- 
ford’s book are devoted more to obtaining 
sets of data than to analyzing the relation- 
ship of one set to another. 

In short, the field is still open for a good 
marketing research text. When it appears it 
will not be essentially eulogistic, platitudi- 
nous and descriptive. This reviewer predicts 
that such a text will be broken down into 
two main parts. The first part will contain 
several actual cases preceded by textual 
material to aid students in their evaluations, 
as in Borden’s fine new advertising text.4 The 
second part will consist of raw data related 
to several of the marketing problems of a 
specific firm for the student to manipulate 
and analyze. This would emulate the method 
of studying auditing developed by Meyer.® 
Thus students may become better doers of 
the deed rather than mere preachers of the 
creed. 

Lincotn 
University of Tennessee 


TesTED CREDIT AND COLLECTION LETTERS, 
by William H. Butterfield. (St. Louis: 
National Retail Credit Associatioa, 1950, 
Pp. 48. No price given.) 

Many of the one hundred specimen letters 
presented by Mr. Butterfield in this 1950 
volume were written by him for members of 
the National Retail Credit Association. 
Others, originally prepared by credit man- 
agers, he modified slightly for inclusion in his 
model series. Contributions came from such 
widely separated companies as L. Bam- 
berger’s, Newark, New Jersey; Burdine’s, 
Miami, Florida; South-Western Publishing 

* Eastwood, R. P., Sales Control by Quantitative 
Methods (New York: Columbia University Press, 1940). 

‘ Borden, Neil H., Advertising Text and Cases (Chi- 
cago: Richard D. Irwin, Inc., 1950). 

5 Meyer, H., Audit Practice Case (New York: Pren- 
tice-Hall, Inc., 1949). 


Company, Cincinnati, Ohio; and Hales, 
San Francisco, California. 

All letters are conveniently grouped into 
ten compact sections, representing ten types 
of credit letters that normally constitute 
“.«- more than 80% of the out-going mail of 
the average credit department.” A credit 
executive who keeps this volume on his 
office desk can turn quickly to modern 
examples of letters offering accounts and 
soliciting credit patronage. He can find 
blue-ribbon letters that remind him to grant 
requests for charge accounts promptly and to 
build good will at the same time. He is stimu- 
lated to remember the importance of thank- 
ing customers for opening accounts. Or he 
can learn how to express “thanks for the 
first credit patronage,” as well as to thank 
the often-neglected regular customer for his 
faithfulness in a way that pays off. Further- 
more, he is encouraged to grasp every oppor- 
tunity to express appreciation for prompt 
payment, to invite service suggestions from 
customers, to promote the use of inactive 
accounts. Finally, he learns how to reap 


dividends by saying “‘... thanks for your 


renewed patronage,” and gleans new collec- 
tion-letter techniques that bring in the pay- 
ments and keep the customer, too. 

While Mr. Butterfield does not list guid- 
ing principles, his sample letters adhere to 
principles of good business letters. An analy- 
sis of over three-quarters of his tested letters 
reveals, in the following order, eight impor- 
tant letter-writing principles in action: 

1. Use a modern vocabulary. For example, 
a credit man scanning this volume finds no 
old-fashioned language like “Hoping to 
hear that you will ¢rade in our store by the 
roth instant...” Instead, he observes a 
prospective customer solicited in normal 
times to buy on credit, by the following 
modern version: “Just fill out and return 
the enclosed card... and within a day or 
so, the account will be ready for your use.” 
Or he reads this timely welcome to a new 
credit customer: “It’s a real pleasure to 
welcome you as a charge customer. We hope 
for many opportunities to serve you through 
your account.” 

He sees no such moss-grown approaches 
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as: “We are in receipt of your application 
for opening a charge account with us.” 
Rather, he is confronted with the familiar, 
“Thank you,” which even repeated use has 
never forced into the old-chestnut stage. 
He learns that customers have responded to 
this modern expression of a time-tested 
theme: “Thank you for opening a charge 
account with Blank & Son. It is a pleasure 
to extend this convenience to you.” 

2. Substitute positive, appealing expres- 
sions for negative, conflict words. A credit 
executive finds no such red-flag words as 
“delinquent,” “bad debts,” ‘‘your com- 
plaint,” “‘your neglect,” “your unfair treat- 
ment” in the specimen collection letters. In- 
stead, he profits from reading the following 
appealing approach that confirms a slow- 
paying customer’s mood: “It’s only human to 
overlook a bill now and then... and prob- 
ably that’s what happened to the statement 
of your account for $31.80.” 

3. Use short, simple words. No show-off, 
polysyllabic words like the following are 
observed in letters expressing “thanks for 
the first credit patronage”: ‘This communi- 
cation is our expression of our deepest 
appreciation for your initial credit patron- 
age.” Conversely, a credit man discovers this 
short opening—nine simple, everyday mono- 
syllables like those that characterize the 
powerful Gettysburg Address: ‘This is 
just a note to say, “Thank you! ” 

4. Use tight, concise constructions. No 
warming-up exercises such as ‘We should 
like to take this opportunity to thank 
you...” introduce letters thanking the 
too-often forgotten regular customer for his 
patronage. On the contrary, a credit man 
scans such compact beginnings as this: 
“Just one year ago today! That was an 
important occasion to us, for on that day 
you opened your account at Blank’s.” 

5. Inject life and friendliness. No limp, 
impersonal openings like the following char- 
acterize letters expressing thanks for prompt 
payment: “It has been our pleasure to have 
been told that your account has been paid 
in full.” Rather, a credit executive observes 
this lively extension of friendliness: “Your 
account with us is marked ‘Paid in Full’ 


... and right on the dot as usual.” 

6. Use forceful openings and closings. The 
following, weak opening and closing invita- 
tions for service suggestions, have no place 
in Mr. Butterfield’s collection: “It is our 
desire to ask you to help us with your 
personal criticisms at this time... Thank- 
ing you in advance for your courtesy in 
complying with our request, we are...” 
On the other hand, a credit man discovers 
such effective opening and closing expressions 
as: “It’s a good idea for any business to 
check up on itself now and then. That’s 
why you have received this letter... Your 
comments will be most helpful . . . and very 
much appreciated.” 

7. Use short sentences, but avoid a choppy 
staccato effect. No involved, Immanuel 
Kant constructions slow up the reader of 
letters that in normal times prompted the 
use of inactive accounts. Instead, a credit 
executive is attracted by this smooth, short- 
sentence approach: 

“We'd rather serve an old customer than two new 
ones. (10 words) 

“That short sentence sums up the whole business 
philosophy of Black & Company. (13 words) So we're 
genuinely concerned because you haven’t used your 
account here in recent months.” (14 words) 


All three sentences in the preceding approach 
are at least five words shorter than the aver- 
age nineteen-word sentence. 

8. Employ the “you” attitude when its 
use is natural. A credit man feels the sub- 
ordination of “we” and the emphasis on 
“‘you” in the tone of all specimen letters. 
For example, in the following introduction 
to a letter expressing thanks for renewed 
patronage, “you” or “your” is used three 
times: “Thank you for the renewal of your 
charge account, as evidenced by your recent 
purchase.” When “we” is the natural expres- 
sion, however, “you” is not awkwardly 
introduced in the pattern letters. 

In short, throughout all the ten types of 
credit or collection letters are many examples 
of a modern vocabulary; new slants for ex- 
pressing the right time-tested themes; posi- 
tively appealing language; short, simple 
words; tight, concise constructions; lively, 
friendly suggestions; strong openings and 
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closings; sentences less than nineteen words 
in length; and finally, the powerful, when 
naturally expressed, “‘you”’ attitude. 

Mr. Butterfield suggests that a credit 
manager can use these tested letters “... 
with little or no change in content” in his 
own department. Better yet, an executive 
can read and absorb these models that 
have worked hard for credit men in the past; 
then turn his thoughts to creating his own 
letters, tailored to his particular clientele. 

Syivia S, EMERY 
Skidmore College 


How To Pian Apvertisinc Campaicns, by 
Merrill DeVoe. (Los Angeles: Advertising 
Book Publishers, 1950. Pp. 134. $5.00.) 


Among the colleges and universities offer- 
ing a course in advertising campaigns there 
has long been a need for some sort of book 
to which students could tie their thinking. 
DeVoe has written such a book. 

It should be especially helpful because it 
does not go into great detail about any phase 
of campaign planning. It assumes, rightly to 
my mind, that students in such an advanced 
course need little more than a check list to 
guide them through the planning processes. 

Depending upon what you consider as a 
check list, there are 62 or 82 in this book. 
As a matter of fact, the sequence of the table 
of contents itself affords a check list: 1. 
Appraising the Opportunity for Using Ad- 
vertising; 2. Analyzing the Marketing Situ- 
ation; 3. Establishing the Research Founda- 
tion; 4. Formulating the Marketing and Ad- 
vertising Program; 5. Defining Specific 
Campaign Objectives; 6. Timing the Cam- 
~paign Period; 7. Finding and Evaluating 
Buying Appeals; 8. Finding Selling Points 
and Passive Points; 9. “Thinking Up” a 
Campaign Theme; 10. Planning the Adver- 
tising Appropriation;-11. Evaluating and 
Selecting Types and Forms of Media; 12. 
Evaluating and Selecting Individual Media 
and Appraising “Extra” Circulation Values; 
13. Determining the Proper Frequency of 
Insertion; 14. Determining the Proper 
Sizes of Advertisements; 15. Constructing 
the Media Schedule; 16. Formulating the 
Plan for Repetition; 17. Planning to Mer- 


chandise the Campaign; 18. Formulating the 
Campaign Copy Plan; 19. Formulating the 
Campaign Visualizing Plan; 20. Measuring 
the Effects of the Campaign. 

Each of the 20 chapters closes with sug- 
gested readings from the more widely known 
advertising texts. All told, there are 100 such 
references. 

The 84X11 format with somewhat small 
type makes reading a little difficult. And 
there are occasions where terms are used 
before their meaning is explained; the author 
presupposes familiarity with terminology 
not universally used (i.e., p. 7: advertise- 
ment appeal headline—not likely to be 
interpreted correctly unless the reader is 
acquainted with Frey’s use of the term in 
his Advertising). Emphasis is placed in several 
spots (among them p. 47) on the importance 
of distinguishing between “‘benefit material” 
and “selling point material” but the distinc- 
tion is not made especially clear, nor is the 
reason for making a clear distinction. 

The greatest service of How to Plan Adver- 
tising Campaigns undoubtedly will be to 


college students. The larger and more pro- - 


gressive agencies and advertisers already 
know and follow the guides set forth. The 
smaller and/or less progressive agencies and 
advertisers would encounter considerable 
difficulty following the guides, principally 
because so much depends upon extensive and 
expensive research. This, of course, is not an 
adverse criticism of the book. On the whole 
DeVoe provides a helpful guide for those 
interested in campaign planning. 
Cuar.es D. Forrest 

Indiana University 


Tue ReraiLer, by Wenzil K. Dolva and 
Donald K. Beckley. (New York: Prentice- 
Hall, Inc., 1950. Pp. 417. $4.50.) 


Recent acceleration of a trend which began 
more than three decades ago has placed 
retailing beside other business and profes- 
sional fields as an important phase of the 
programs of an increasing number of univer- 
sities and high schools throughout the 
United States. 

Retailing literature has undergone an 
expansion correlative to the growth of retail- 


j 


° 
= 
. 
& 
hy, 4; 
| 
a 
3 
> 
2 
ix 
e at 
4 


110 


THE JOURNAL OF MARKETING 


ing curricula in educational institutions. This 
literature is continuously being enriched by 
the addition of textbooks covering both 
general and specialized phases of retailing as 
a part of distribution and of retail store oper- 
ation. However, to those engaged in plan- 
ning and/or teaching retailing subjects in 
schools, a hiatus in retailing literature 
available for academic purposes has become 
increasingly apparent. 

Until now, background material dealing 
with the business environment of the retail 
business man has been relegated to a second- 
ary position. Usually, it was to be found as 
introductory material to texts dealing with 
retailing generally or with specialized phases 
of retail store operation. Often, the retailing 
teacher has been forced to turn to general 
marketing texts for background material in 
retailing. 

The authors have sought to fill this gap 
by giving us The Retailer. This text meets a 
definite need in retailing literature. It does 
so skillfully. As stated by the authors, The 
Retailer is designed for use in a first-semester 
course in retailing. It deals with the retailer’s 
business environment. It supplies a founda- 
tion upon which the student can later build 
an understanding of specific problems of 
retail store operation. It gives the student 
an awareness of the scope of the external 
influences which must be brought into focus 
by the retailer while solving his business 
problems. 

The Retailer examines the retail merchant’s 
position with respect to the four principal 
groups who influence his activities: pro- 
ducers, consumers, other retailers, and the 
government. Chapters are devoted to the 
interrelationships that spring into being as 
the interests of the retailer and each of these 
groups become more and more intermingled. 
The value of the principle of enlightened 
self-interest on the part of the retailer in 
dealing with these groups is highlighted by 
the manner in which the authors present the 
basic issues in these interrelationships. 

An opening chapter on “Opportunities in 
Retailing” and a closing chapter on “The 
Challenge of Modern Retailing” will be of 
especial interest to students considering the 


possibility of a career in retailing. By includ- 
ing a chapter on “Effective Use of Census 
Data” the authors have dignified this im- 
portant source of statistical information, 
Chapters on “‘The Background of Retailing” 
and “Institutions for Retail Service” help to 
make The Retailer more effective in fulfilling 
its purpose. 

The authors have called liberally upon 
existing retailing texts and other literature. 
Thus, the beginning student becomes aware 
of the breadth of the field and of the extent 
of its present advancement as a profession, 
Discussion questions and a list of suggested 
readings supplement each chapter. 

A 103-page Teacher’s Manual has been 
prepared by the authors for use with The 
Retailer. Answers to discussion questions 
from the text and suggested quiz questions 
of various types are given for each text 
chapter. In addition, instructional hints for 
teachers, and suggested final examination 
questions and term projects are supplied. 

James L. McEwen 


New York University 


How to Use Market RESEARCH FOR 
Prorit, by Willard M. Fox. (New York: 
Prentice-Hall, Inc., 1950. Pp. 362. $3.75.) 


This book on market research is addressed 
to businessmen. The author proposes to 
help executives to know sound research, to 
use it to increase profits, to keep from wasting 
money on ineffective research and to buy 
the right kind for a specific purpose. ‘“‘Mar- 
ket research is not magic—when it is com- 
petently done and intelligently used it does 
afford the basis for making and executing 
decisions that increase profits.” 

In the first six chapters the author develops 
the relation of market research to the work 
of management. Chapters VII through XXI 
illustrate the application of specific tech- 
niques to management problems. Chapters 
XXII through XXVII explain the limita- 
tions of surveys. Chapter XXIX is a sum- 
mary, Appendix A gives the common forms 
of the “profit equation,” and Appendix B 
describes common statistical terms and 
methods to be encountered by research 
users. 
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This book is not a text on method. It 
“will not help anybody become a research 
director. Its readers will learn no sampling 
methods, no economics, no statistics—not 
even any tabulating tricks. If you read it 
from cover to cover, you won’t know any 
more about how to do market research than 
you know right now.” But the very nature 
of the author’s task compels him to explain 
and illustrate briefly many types of studies 
in order to show their usefulness. 

He extols the virtue of ‘““management-by- 
exception,” which requires the establish- 
ment of standards and the study of impor- 
tant deviations from the standards, as 
exemplified by salesmen’s performances. 
Averages “dilute the successes and absorb 
or mask the failures.” “Market research” 
separates “the profitable from the unprofit- 
able customers, items, sales appeals—by 
going behind the averages to the underlying 
data that make them and finding the associ- 
ations through which control can be exerted 
with high probability of success.” 

In stressing the help to be gained by 
analyzing existing internal and external 
data relative to sales and markets, the author 
is to be commended for drawing attention 
to a rich, and often neglected, source of 
guidance to management. ‘Why spend 
$10,000 on a survey if $3,000 spent on analy- 
sis of recorded information and $2,000 spent 
on a limited survey will produce twice as 
much profit increase at half the expense?” 
Yet by overlooking the limitations of re- 
corded data, and elaborating on the short- 
comings of surveys the author fails to pro- 
vide businessmen with a fair evaluation of 
these sources of information. The impor- 
tance of surveys is further minimized by in- 
temperate statements. ‘“‘Any fool can make a 
survey, and a good many of them do. Ca- 
pable people also make surveys, but before 
they do, they make sure they need them.” 
Surveys are justified when the question can 
be answered only by customers and pros- 
pects, and when basic statistics and in- 
ternal records are inadequate. Opinion 
surveys “are a branch of the amusement 
industry on the same level as_tea-leaf 
readings, fortune telling with cards, and 


syndicated astrology columns.” On many 
questions most people are incompetent to 
pass judgment. Consumer panels are less 
reliable sources of information than dealer 
panels. Surveys should obtain facts, not 
opinions, and should be conducted only 
by professional people with competence 
and insight. ‘““That is more important than a 
good ‘bedside manner’ or a flair for self- 
publicizing”—‘‘Somebody can always make 
a survey worse and sell it cheaper, and 
somebody else can always get a handsome 
fee for a soothing manner.” In buying a sur- 
vey, the author warns the business executive 
to insist on the clear definition of its purpose, 
the pretesting of the questions, and sufficient 
analytical classification of the resulting data. 
He might have pointed out that similar pre- 
cautions are desirable in authorizing and 
accepting the results of analysis of recorded 
data. 

As to sampling, the author says, “I simply 
do not believe that a random count of noses 
is the highest wisdom. Consequently, I do 


not have any confidence in any survey that . 


is not done from a controlled sample care- 
fully chosen, carefully classified, thoroughly 
analyzed, and tied back to the statistical 
universe of known characteristics from 
which it is drawn.” “It is a standing joke 
among reporters working on such surveys 
as those of the readership of newspapers 
that you stop at a fire-house to get your 
quota of interviews with men and at a house 
of ill repute to get the quota of women—and 
then go to the movies. Some samples are 
about that distorted.” The latter statement 
is unfair because only a small, shrinking 
minority can practice dishonesty under the 
safeguards now imposed by professional 
supervision. Unfortunately, the author does 
not explain to the business executive that 
depending on whether the characteristics of 
the universe under study are unknown or 
known, the techniques of simple random 
sampling, stratified random sampling, or 
area random sampling are used by compe- 
tent researchers in obtaining a trustworthy 
representative sample, and necessitate the 
higher expense sometimes incurred in their 
use. 
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From the business executive’s viewpoint, 
the treatment of some topics is inadequate. 
For example, a salesmanager would have 
much interest in an observation survey and 
analysis of what his salesmen do and say in 
relation to their recorded performance, 
because he might use the findings in a sales- 
men’s training program. Or, in estimating 
profits on different products for manage- 
ment’s guidance, a chief accountant could 
use the differences in the expense of selling 
various products as developed by market 
research. Again, Chapter X XVI on “How to 
organize a market research department” 
does not provide the business executive with 
a judicious appraisal of how and when to use 
outside and internal market research services 
either as alternatives or in combinations. It 
does not fully describe the qualifications of 
the research director, or his staff, or the 
alternative positions of the department in 
different corporate organizations for success- 
ful functioning. The relationship to other 
staff activities is slighted and the internal 
structure of the department is neglected. 
The author favors the keeping of sales rec- 
ords by the department, which is a debatable 
practice. 

As to style, the personal pronouns “I” and 
“‘you” and the phrases “in my opinion” and 
“to me” are used repeatedly. Vernacular 
expressions and irregular sentence structures 
are to be found on many pages. Here are 
some examples: p. 46, “The reasons you 
think make people choose your products—’”; 
p. 68, “This same sort of screwball reason- 
ing”; p. 140, ““—he is horsing around with 
350 customers and prospects”; p. 143, 
“While nothing can be guaranteed ever 
about what goes on—”; p. 144, “It takes a 
lot of the slaphappy, hit-or-miss, good-time- 
Charlie monkey business out of both selling 
and sales management”’; p. 186, “The tests 
show how what kinds of cash customers 
bought”; p. 199, ““What gets me is why an 
advertiser—”; p. 284, “—launch a product 
with a lot of—ballyhoo and have it turn out 
to be a dog”; p. 294, “The best ones—’”; p. 
311, “Nothing matches anything”; p. 316, 
“Market research is no more a science than 
chalk is cheese”; p. 347, “If you toss a coin, 
you are in principle fooling around with the 


binomial expansion—”; p. 349 (regarding 
sales analysis), “I realize all this sounds 
unreal. It made little sense to me until I got 
into the habit of doing correlation analysis 
and thinking a little bit about what it is, 
At first it sounds a little like mixing Scotch 
and maple syrup or melting Roquefort 
cheese on filet mignon. It seems horrible, 
but it works out well.” 

Marketing research is not a pill in need of 
sugar coating. It has amply proven its value 
as a tool of management. The main appeal 
of this book to busy executives, and its 
sole claim on their reading time, should be 
its helpfulness. Businessmen appreciate plain 
straightforward exposition. The author, and 
indeed the publishers have missed an oppor- 
tunity to render a valuable service to both 
management and researchers by failing to 
explain, in a simple, judicious, dignified, and 
more-complete treatise, how marketing re- 
search may help executives to solve many 
perplexing problems, to make wiser decisions, 
and thereby to improve business profits. 

Donatp R. G. Cowan 
University of Michigan 


CreaTION OF INCOME BY TAXATION, by 
Joshua C. Hubbard. (Cambridge: Harvard 
University Press, 1950. Pp. 239. $4.00.) 


Originally, the purpose of taxation was to 
raise money for government expenditure. 
The principle was to get the money as quickly 
and easily as was consistent with the least 
amount of ululation from taxpayers. 

The modern point of view of many econo- 
mists is to regard taxation as an extremely 
important means of strengthening various 
objectives of the whole economy. Its impor- 
tance becomes greater as a larger share of 
national income is handled by the govern- 
ment. 

Because Professor Hubbard has integrated 
otherwise scattered economic thinking, mar- 
ket researchers had best prepare to interpret 
his analysis in business language to their 
respective managements even before his work 
finds its way into Congressional discussion 
and into newspapers and magazines. 

He upsets* the rather common opinion 
that taxation reduces income and that 
government deficit spending for consumption 
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and investment is the main instrument of 
fiscal policy in raising the national income. 

Professor Hubbard’s approach undoubt- 
edly will not cool the brows of those who 
would reduce government expenses to bal- 
ance the budget and to permit a reduction 
in taxes. Nor will it soothe those who would 
suggest that there be less government plan- 
ning for, intervention in, and regulation of 
business and economic affairs. 

His objective is the cure of prolonged un- 
employment, related to the general problem 
of controlling the business cycle. It is his 
premise that an integrated combination of 
monetary policy, antitrust measures, deficit 
spending, and creation of income by taxa- 
tion will provide an inclusive fiscal policy 
by the government. 

Professor Hubbard’s writings present a 
somewhat automatic block in the minds of 
people not used to mathematical symbols 
and formulas. The method of approach is 
economic theory, and it combines the theory 
of tax incidence and the Keynesian analysis 
of income determination to show that in the 
long run the income created per dollar of 
tax outlay may be, and is likely to be, 
larger than that per dollar of government 
deficit plus interest. 

He overlooks or ignores the fact that 
money raised by taxation loses its identity. 
No one who would contribute would ever 
expect nor would be promised that he could 
get it back. It becomes everybody’s money 
and so it becomes nobody’s money. Further- 
more, the rules laid down for its disburse- 
ment, even as an interest-free portion of a 
private loan with a low rate of interest, 
would not make the preservation of its capi- 
tal pool a primary consideration. The first 
consideration would be the “public welfare” 
and 531 members of Congress, as well as 
innumerable government administrators, 
would have their individual ideas of how the 
“public welfare” should be served. 

For a time people will give their money to 
custodians over whom they have no control 
and against whom they have no recourse. 
But, in the long run, the people will quit 
producing and saving. 

Vocet E. Getrier 
Boston University 


Tue Distripution oF ConsuMER Goons, 
by James B. Jefferys, assisted by Margaret 
Maccoll and G. L. Levett. (New York: 
Cambridge University Press, 1950. Pp. 
430. $7.50.) 


This comprehensive investigation was 
initiated by the National Institute of Eco- 
nomics and Social Research, both because 
of the belief that this area of the economy of 
the United Kingdom was in most need of 
study and because businessmen had ap- 
proached the Institute and suggested that 
it should undertake an analysis of the 
existing organization and methods of dis- 
tribution of consumer goods. 

The objectives of the study were twofold: 
first, to learn of the methods of distribution 
(proportions of producers’ or importers’ 
sales reaching consumers through various 
distribution channels) and the factors influ- 
encing these methods, and second, to find 
the costs of distribution for various groups of 
consumer commodities and the factors influ- 
encing these costs. The study related to 


consumer goods, of which it was estimated ~ 


that 90 per cent of total purchases in the 
year 1938 had been covered. This year was 
selected because it was free from the disloca- 
tions of the war economy and postwar 
period. 

The study is carefully written and con- 
tains a full exposition of the various limita- 
tions that must be considered in utilizing its 
results. These limitations include the neces- 
sity of arbitrary decisions as to the end of 
production and the beginning of distribution, 
major emphasis upon the commodity rather 
than the institutional approach, restriction 
of information to the single year 1938, and 
inability to present precise facts or figures on 
distributive methods and costs because there 
was no possible way of getting such precise 
figures for 1938. It must be borne in mind 
that the United Kingdom had never had a 
Census of Distribution and that this study 
pioneered new ground. 

Coverage of an estimated go per cent of 
total consumer purchases was achieved by 
dividing these purchases into general 
groups of goods and discussing the methods 
and costs of distributing these groups as 
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though they were a single commodity or, 
at least, a group of homogeneous commodi- 
ties. The authors recognized that within 
such groups the individual products were not 
fully homogeneous and that the degree of 
such homogeneity in distribution methods 
and costs varied widely between different 
groups. In establishing the original group- 
ings an endeavor was made to approximate 
similar conditions of production, methods of 
distribution, and types of retail outlets. 

This method of treatment is at one and 
the same time a major strength of the inves- 
tigation and also its major weakness. Stu- 
dents of marketing are well aware of the 
variations in the complex mix of marketing 
elements which may be found between 
commodities of different types and indeed 
between commodities of identical types. To 
treat a group of commodities as homogene- 
ous, therefore, is inevitably to set up the 
concept of some hypothetical average prod- 
uct. 

The authors were careful to point out this 
difficulty and cited as an example the group- 
ings of leather footwear which contained 
men’s boots and shoes in various price 
ranges, women’s fashion shoes, slippers, 
children’s shoes, and others, which could and 
did have wide differences in methods of dis- 
tribution and in distribution costs. 

The case studies and estimates were based 
on information obtained mainly from indi- 
vidual producers, importers, wholesalers 
and retailers, their trade associations, mar- 
ket research and advertising organizations 
and government departments. It was found, 
in general, that the amount and reliability 
of information available from the larger 
companies and trade associations within 
particular trades was much greater than 
from small companies. The study was con- 
ducted by personai interview, by corre- 
spondence, and in some cases by question- 
naire studies. 

The study is presented in two chapters on 
how goods were distributed and the factors 
influencing the methods of distribution, two 
chapters on the costs of distribution and the 
factors influencing these costs, a chapter on 
the structure of the distributive trades 


which includes estimates of the numbers of 
wholesalers and retailers in different trades, 
multiple shopand variety chain store trading, 
cooperative trading, department store trad- 
ing, etc. and a chapter on the summary and 
suggestions for further research. 

In addition, 240 out of a total of 403 pages 
present case studies of the methods and costs 
of distribution of 21 commodity groups cover- 
ing 99 different commodities. After a chapter 
of introduction on methods, studies are pre- 
sented dealing with bread and cereals; meat, 
bacon, and fish; dairy products and fats; 
sugar, preserves, and confectionery; fresh 
fruit and vegetables; canned fruit and 
vegetables, sausage, pickles, and condi- 
ments; beverages; alcoholic beverages and 
tobacco; coal and household stores; furniture 
and furnishings; pottery and glassware, 
hollow ware and domestic ironmongery; elec- 
trical goods; footwear; men’s and boys’ 
clothing; women’s, girls’, and children’s 
wear; books, newspapers, magazines, and 
stationery; motor cars, accessories, tires, 
and petrol and oil; jewelry, toys and sports 
and leather goods; toilet preparations and 
requisites, medicines and drugs and photo- 
graphic goods; and other manufactured 
goods. 

In the case studies the estimates have been 
given in the form of a range with upper and 
lower limits. This applies both to the chan- 
nels of distribution through which various 
percentage ranges of the product flows and 
to costs of distribution. This range is not a 
true statistical measure because the data 
were not derived from a probability sample 
of the trades and commodities studied. The 
authors rather sought to make the ranges 
narrow enough that they would have some 
useful meaning and took the risk that in 
individual instances certain commodities 
might fall outside. 

The reliability of the estimates in methods 
of distribution tended to vary with the degree 
of concentration of production, the authors 
finding that where a few firms represented a 
major portion of the trade (and when they 
cooperated fully), the possible error in esti- 
mates was unlikely to be very great. On the 
other hand, if the bulk of the output were 
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produced by many small companies, the 
reliability of the estimates was inevitably 
less, not only because the number of such 
producers precluded the coverage of any 
appreciable portion of them but because 
they typically kept less adequate records. In 
some instances checks were secured from 
wholesalers where they were well organized 
and few in number. 

It was found that sales by producers 
direct to consumers presented a particularly 
difficult problem because they were largely 
made by the small firms. In trades where the 
proportion of such sales appeared to be less 
than 5 per cent of the total, no closer estimate 
was attempted. The authors comment that 
there may be a bias which understates the 
proportions passing through wholesalers and 
overstates the proportions of sales passing 
from producers direct to retailers because of 
the tendency to consult the larger firms 
which were more able to provide informa- 
tion. The larger firms typically were more 
likely to sell direct and the larger retailers to 
purchase direct than was true of smaller 
enterprises. 

In view of our difficulties in this country 
in analyzing distribution cost data, it is not 
surprising that the authors found many 
obstacles, such as variety of definitions, re- 
luctance to reveal data and weaknesses in 
methods of cross-checking. They stated that 
probably the producers’ cost estimates were 
the least satisfactory of all which they 
secured and certainly less satisfactory than 
wholesalers and retailers margins. The gross- 
margin ranges suggested for particular com- 
modities were “gross realized margin” in 
which allowances have been made for mark- 
downs and stock losses. 

The estimates of the proportion of sales 
of a commodity made by different types of 
retail outlets were based largely upon infor- 
mation obtained from producers, market 
research and retailing organizations. The 
authors recognized that some bias was pres- 
ent here because more data were available 
from cooperatives, department stores, and 
multiple organizations than from unit or 
independent retailers. In many cases it was 
necessary for estimates regarding the latter 


to be of a residual character. 

In translating the information from the 
case studies to general summary estimates, 
the assumption was made that the mid- 
point of the ranges given in the case studies 
was a reflection of the true situation. This 
was recognized as a limitation and it was 
also recognized that there was no necessary 
reason for supposing that errors in estimating 
for particular commodities would cancel out. 

In estimating the proportion of consumer 
expenditures covered by the study, the 
authors made heavy use of a study under- 
taken by the National Institute entitled 
“Consumers Expenditure in the United 
Kingdom, 1920-1938.” 

Taking all commodities as a group, esti- 
mates of distribution methods were: 17 per 
cent producer-consumer, 43 per cent pro- 
ducer-retailer-consumer, 33 per cent pro- 
ducer-intermediary-retailer-consumer; 6 per 
cent producer-two intermediaries-retailer- 
consumer, I per cent three or more intermedi- 
aries between the producer or importer and 


the retailer. The four factors thought to be | 


most important in explaining the differences 
found between different commodity groups 
were: (I) proportion of purchases by unit 
retailers from wholesalers as against pro- 
ducers, (2) the degree of concentration of pro- 
duction of the commodity, (3) the extent to 
which the commodity was advertised, 
branded and price-maintained by the pro- 
ducer and (4) the number and type of retail 
outlets. 

This study represents a valuable source of 
data on marketing of consumer goods in the 
United Kingdom and should be very useful 
to anyone who wishes to become better 
informed on marketing in this important 
English-speaking country. We have tended 
far too much to limit our knowledge of 
marketing to the United States. 

Ross M. CunnINGHAM 
Massachusetts Institute of Technology 


How To Pian anv Buy Printino, by R. 
Randolph Karch. (New York: Prentice- 
Hall, Inc. 1950. Pp. 169. $5.65.) 

This is a book which is notable for its 
refreshingly clear, readable, succinct, and 
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basically accurate and up-to-date explana- 
tion of printing processes, type uses, the buy- 
ing and planning of printing, and related 
subjects. 

There are several groups who may find the 
book well worth purchasing. For instance— 
(1) The man who must buy printing whether 
for advertising purposes or not, and who does 
not want to make mistakes; (2) The teacher 
of a survey course in printing who is faced 
with the need for a text giving clear technical 
explanations of the leading printing processes 
and how to use them; (3) The teacher of 
Advertising or of Advertising Production 
who for lecture or class discussion purposes, 
desires a quick, easy source from which to 
supplement his knowledge of these processes, 
particularly with reference to the latest 
technical advances; (4) The teacher of adver- 
tising courses who desires material of this 
sort, to assign to students for supplementary 
reading. This book contains the equivalent 
of about twenty or twenty-five pages of text, 
representing about one-eighth of the total 
book. In addition, there are about 125 
pages of illustrative material and tables, 
representing about three-fourths of the book. 
The glossarv, index, and unused white space 
represent the remaining twenty-five pages. 

At least nine of the fourteen chapters 
contain less than two pages each of real 
text material and deal with the use and selec- 
tion of type. Two or three more chapters 
contain about three pages of text material. 
The two longest chapters total about fifteen 
pages of text material and represent about 
sixty per cent of the total text material of the 
book. 

Both the selection of material and its pres- 
entation are explained. Some of this material 
is, of course, found in such other books as 
Stanley’s Advertising Production, which also 
covers other types of subject matter, and in 
the A.T.A. Handbook, which also goes into 
color printing, as Karch does not. However, 
Karch has a unique selection and presenta- 
tion of subject matter which supplements 
these other books. 

While the book is very specific, it wisely 
leaves out all but the most necessary detail. 


It gives a complete and up-to-the-minute 
survey of the field, including how to identify 
and specify type faces by name and maker. 
It includes such material as copy fitting 
tables, use of transparent reproduction 
proofs, use of plastic and of paper printing 
plates. It discusses plastic bindings and 
deep etch lithography. There is a good dis- 
cussion of the relation between selection of 
type face and the paper used, including the 
effect of paper on reproduction effects and 
on the recognizing of type faces. 

The book is primarily mechanical and 
physical in its point of view. It attempts 
only a limited territory and covers that 
area very well. 

Subjects which the book makes no pre- 
tense of covering include: color printing and 
the ‘‘feeling tone” (psychological selection) 
of type faces. There is no discussion of lay- 
out or of art principles. Paper making and 
paper selection are scarcely touched upon, 
The selection of the proper length of lines 
and the arrangement of headlines into decks 
are not discussed. 

KENNETH A. GruBB 
Kensington, Maryland 


StrorEs AND Unions, by George G. Kirstein. 
(New York: Fairchild Publications, Inc., 
1950. Pp. 246. $7.00.) 

This volume traces the history of unionism 
in department, specialty and dry goods 
stores, and analyzes the attitudes of store 
employees and retail employees toward 
retail unions. It is intended to provide for 
store executives the factual background 
needed to handle union negotiations and to 
make available to students of retailing and 
labor in a convenient form information on 
retail unionization which heretofore could 
be obtained only through laborious searching 
in scattered source material. 

The first eight chapters, roughly half the 
book, trace the growth of retail unionism 
from the time of the Early Closing Societies, 
“which were dedicated to the limited and 
sole objective of forcing stores to close 
earlier in the evening.” Three chapters are 
devoted to the history of the AFL’s retail 
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union, the Retail Clerks International 
Association, and two chapters deal with the 
rise of the CIO and the history of its retail 
union, the Retail, Wholesale and Depart- 
ment Store Union. One of the most interest- 
ing features of the historical part of the 
book is the vivid description of the sit-down 
strikes in retail stores early in 1937. 

The last five chapters of the book deal 
mainly with the attitudes of store employees 
and retail employers toward unions, retailer 
associations for collective bargaining, and the 
impact of unionism on stores. A brief but 
highly informative chapter on Minor Retail 
Unions should help any student of retailing 
get a better understanding of the variety of 
unions with jurisdiction in the retail indus- 
try. 

Mr. Kirstein suggests that “white collar 
psychology” may have been over-stressed as 
a cause of the slow progress of retail unioni- 
zation. Among the other more concrete 
factors which have tended to discourage 
retail unionism, perhaps the most impor- 
tant “is the widespread existence of the 
small store” (p. 106). Students of retailing 
will be interested in the author’s statement 
that commission salesmen in a retail store 
frequently show much more interest in 
collective bargaining than do the other 
“white collar” personnel. “Faced by the 
necessity of protecting his well-paying job, 
yet having little to say about the very factors 
which add to or substract from his compensa- 
tion, the commission salesman tends to seek 
the additional strength of unionization” 
(p. 113). 

The contents of the last chapter are likely 
to be disappointing to many readers in 
view of the title “The Impact of Unionism 
on Stores.” It is primarily a discussion of 
certain problems which arise in stores as a 
result of unionization and how they have 
been handled in union contracts, such as, for 
example, how the management “team,” 
is defined union security, seniority, and 
overtime. The reader may find himself wish- 
ing for more discussion of the effect of union- 
ism upon store operating costs, the level of 
Customer service, and general employee 


morale. The discussion of such issues, how- 
ever, would not be in keeping with the au- 
thor’s major purpose in the chapter. 

This book is written in a clear and interest- 
ing style. It presents for the retailer, the 
student of retailing, and the union member, 
a reference guide on retail unionism. It 
should prove to be a very worth-while addi- 
tion to the literature of retailing. 

Ira D. ANDERSON 
Northwestern University 


Cata.oc Desicn Procress, by K. Lénberg- 
Holm and Ladislav Sutnar. (New York: 
Sweet’s Catalog Service, 1951. Pp. IIo. 
$10.00.) 


Industry, faced with multiple sales and 
advertising problems, numbers among its 
tools the catalog and price list. The reader of 
an industrial catalog has a single purpose: 
to find what he wants at the offered price. 
To one reader (who may not be typical of 
all) an orderly and convenient file is more 
important than design, and systematic ex- 


pression, rather than impression—the cri- . 


terion of a good catalog. Confusion on a 
buyer’s desk sometimes leaves the feeling 
that catalogs more frequently vie for atten- 
tion than render service as a dictionary of 
industrial requirements. 

But Catalog Design Progress addresses 
itself to those who are interested in design 
as its primary topic. Every page is a picture 
page, with minimum text. To the layman— 
student, executive or others—the authors 
hope to define the relationship of various 
aspects of design and help the individual to 
judge how well a specific design fulfills its 
purpose. To the professional artist, the 
principles may serve as an incentive not only 
in improving product information, but in 
raising the standards of all forms of informa- 
tion design. 

K. Lénberg-Holm first gave expression to 
his design concepts in the field of architec- 
ture. Later he taught at the School of Archi- 
tecture, University of Michigan. With 
Ladislav Sutnar, he co-authored Catalog 
Design (1944). He now serves as Research 
Director of Sweet’s Catalog Service and pub- 
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lisher of the book. Ladislav Sutnar is an 
authority on exhibition design, typography, 
advertising, posters, magazine and book 
design. In the field of education his most 
recent contribution has been the teaching of 
advanced advertising design at the Pratt 
Institute. Both authors represent the mod- 
ern—if not the industrial expressionistic 
school—of advertising art. 

In their introduction, the authors say: “To 
many people, standards mean only uni- 
formity and restrictions, something negative 
and static.” They underscore their remarks 
by the concept of “living standards” which 
suggest variations throughout the world, 
and during different historical periods, to 
imply something different, something which 
is always changing, advancing. Characteris- 
tics of these changes are illustrated by com- 
parisons with catalogs of the past. Material 
was readily available since the catalogs of 
Sweet’s Files, dating from 1906, represent 
“the only comprehensive collection of Ameri- 
can catalogs extant from that time,” and, 
therefore, reflect a span of nearly a half 
century of industrial product information. 

The four-fold structural division of the 
book starts with the emergence of the new 
flow patterns to show that the higher per- 
formance standards are not an isolated 
trend. This section is illustrated as an inte- 
gral part of the revolutionary process of 
industrialization, such as the dynamics of 
transportation with dramatically highlighted 
obsolescence of conventional street patterns. 

Part II includes visual features of catalog 
design—typography, pictures and charts, 
covers. Here the functional use of color, 
shape, and size serves both to stimulate 
vision and to direct the movement of the 
eye. Part III presents structural features— 
page organization, catalog organization and 
file organization. This section conventionally 
might be called “layout” and develops 
special organization of visual units to pro- 
mote a logical content sequence. The au- 
thors imply that the concept of a file as a 
collection of competitive catalogs lacks clear 
organization with the unwieldly all-inclusive 
index. Therefore, they split their catalogs 


into three easy-to-use indexes of firms, 
products and trade names. 

The last section (Part IV) is devoted to 
function, flow and form. These aspects of 
design are reduced to three fundamental, 
interacting design principles: definition of 
function (to satisfy utilitarian needs by 
meeting a specific goal), definition of se- 
quence or flow patterns (to satisfy logic 
through increasing integration), definition of 
form (to satisfy the senses, as in visual and 
tactile emphasis). In concluding the book, 
the authors state the function of the indus- 
trial catalog is “to facilitate product selec- 
tion by providing its users with an informa- 
tion tool adapted to his pattern of inquiry” 
and imply further advances that are possible 
in the design of product information through 
researches in contemporary art and psy- 
chology. 

Credit lines, extended to staff assistants 
of the Sweet’s Catalog Service, to typog- 
rapher, engraver, printer and binder, point 
to many hands who had a part in this book. 
It is a book on industrial art—profusely 
illustrated with the industrial art of its 
makers. 


Howarp T. Hovpe 
Philadelphia, Pa. 


ADVERTISING PsycHoLoGy AND RESEARCH, 
by Darrell Blaine Lucas and Steuart 
Henderson Britt. (New York: McGraw- 
Hill Book Co., Inc., 1950. Pp. 765. $6.50.) 


Intended both as a text for students of 
advertising and psychology and as a guide 
for practitioners in advertising, this book 
admirably reflects both the teaching back- 
ground and the experience in advertising 
work of its authors, both psychologists. The 
combination has enabled them to blend 
psychological materials into their treatment 
of advertising problems and research in very 
desirable fashion. Basically, however, the 
topics covered are quite similar to those in- 
cluded in most earlier works in the field, 
modified, of course, by the research and de- 
velopments of the intervening years. 

In general, the organization of topics not 
only is logical, but aids in developing an 
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appreciation of the fundamental importance 
of a psychological approach to advertising. 
The book is divided into six parts. The first 
of these outlines the major objectives profit- 
able advertising must achieve, namely, to 
capture attention, to arouse and hold inter- 
est, and to make a useful, lasting impression. 
The discussion in the respective chapters 
devoted to these objectives is excellent. Two 
comments seem worthy of mention, however. 
The importance of proper identification of 
the advertiser might well warrant more 
specific recognition of this point, perhaps as 
a fourth objective. Second, the terms “‘atten- 
tion” and “interest” are employed almost 
interchangeably and some confusion results. 
For example, the chapter dealing with the 
second objective is titled “Holding Atten- 
tion,” not “‘Arousing and Holding Interest” 
although the original definition of objectives 
used the latter phrase. 

The basis upon which the next two parts 
have been organized is not entirely clear. 
Part Two, Advertising Appeals and Copy 
Themes, consists of a very satisfactory 
chapter dealing with motivation in general 
and a second chapter specifying the impor- 
tant technical aspects of conducting con- 
sumer surveys. Part Three, Alternate Tech- 
niques of Presentation, also consists of two 
chapters. The first of these returns to a 
consideration of appeals and motives and 
might well have followed the chapter on 
general motivation. The second chapter in 
this part is concerned with the relative 
merits of audio and visual presentation of 
advertising messages and seems properly to 
belong in the latter section dealing with 
media. This criticism of organization does 
not imply a fundamental weakness in the 
material presented; on the contrary, each of 
the chapters is well done. 

Part Four is devoted to a treatment of the 
psychological aspects of such mechanical 
factors affecting the success of an advertise- 
ment as location and size, layout, illustra- 
tions, and headlines, color, typography and 
appearance, and the structure of radio and 
television programs. These topics are more 
or less standard inclusions in all works in the 


field. The authors have done a thorough job 
in bringing the subjects up-to-date by intro- 
ducing recent research findings respecting 
most of them. Part Five, in many ways the 
most interesting and comprehensive section 
of the book, is concerned with the methods 
of measuring advertising effect; after an 
introduction to the subject, five chapters are 
devoted to the description, critical analysis, 
and evaluation of opinion ratings, observa- 
tional techniques, diaries, coincidental tele- 
phone surveys, audimeter and other mechan- 
ical methods, recall and recognition proce- 
dures, and sales and inquiry tests. In a num- 
ber of instances many of the variations of 
basic methods are considered at some 
length. The reader is not only acquainted 
with the details of each procedure, but is 
given a basis upon which to judge its validity 
and area of usefulness. 

The concluding section, Part Six, takes up 
the media aspects of advertising research. 
The problems and methods of audience 
measurement are first considered, followed 


by an explanation of recent developments in - 


the techniques of analyzing audience accu- 
mulation and duplication. The final two chap- 
ters present research results concerning 
variations in audience composition (sex, age, 
income, occupation, etc.) and variations in 
audience attitudes for most of the major 
media. 

The authors also include after the text 
material two departments of particular 
interest to instructors: the first of these, 
organized by chapters, is an extensive list 
of questions and exercises; the second is a 
glossary of advertising terms which is much 
greater in scope than the actual subject 
matter of the text. 

The authors’ style is simple and clear; 
students and practitioners alike will find it 
readable and interesting in spite of the fact 
that the work constitutes a very substantial 
treatment of the subject. Documentation 
appears to be quite complete. There are a 
few points at which confusion may arise 
because the mode of expression renders the 
meaning of particular sentences difficult to 
grasp, but these occasions are not of sufficient 
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importance to detract from the book’s over- 
all effectiveness. In the reviewer’s opinion, 
the authors deserve particular credit for 
their emphasis on the limitations of much 
psychological research in the advertising 
field. Again and again they point out that 
conclusions based upon experiments per- 
formed in the psychological laboratory are 
not necessarily valid with respect to the day 
to day conditions in which advertising must 
function. This point of view, the book’s 
comprehensive treatment of the subject, and 
its discriminating use of the research ma- 
terials of the past twenty years, make it out- 
standing in the field. 

F. Brown, Jr. 
University of California 
Los Angeles 


Lire Insurance, by John H. Magee. (Chi- 
cago: Richard D. Irwin, Inc., 1951, 2nd 
ed. Pp. 805. $5.50.) 


So much has happened in the life insurance 
world since Magee published the first edition 
of Life Insurance in 1939, that a thorough 
reorganization and revision of the text was 
required. The Revision is close to being an 
entirely new book. Every chapter has been 
rewritten to reflect the changes that have 
occurred since the first edition appeared. 

In 1948, the inaccurate 80-year-old Ameri- 
can Experience Mortality table was aban- 
doned. At the same time, legislative encour- 
agement was given a new formula for cal- 
culating the minimum reserve values of 
policies. Magee adequately recognizes these 
important changes in his revised text. 

Management and labor have focused 
public attention on Pensions, Group In- 
surance, and Old Age Survivors’ Insurance. 
As a consequence Pension Plans have in- 
creased in number and in refinements. They 
have been the center of dispute in several 
large contract negotiations. Congress re- 
cently increased greatly the cash benefits of 
social security and enlarged the number of 
workers to be covered. Social insurance costs 
increasingly enter into the total cost of 
production. Magee acknowledges the in- 
creasing importance of life insurance in 
business and industry by devoting over a 


hundred pages of text to Pension Plans, 
Business Life Insurance, Industrial In- 
surance, and Group Insurance. The reviewer 
believes that Magee’s discussion of social 
insurance problems is scholarly, objective 
and fair. 

The first edition of Life Insurance appears 
on the “suggested Reading List” of The 
American College of Life Underwriters under 
the caption of “Life Insurance Funda- 
mentals, Principles and Practices.”’ The re- 
vised edition could be thus catalogued also. 
It is elementary and non-technical and is 
designed both for college students and be- 
ginners in the life insurance business. 

Magee received considerable assistance 
from the Irwin Company’s insurance text- 
book editors, Edison L. Bowers and Davis 
W. Gregg. Dean Bowers is Chairman of the 
Department of Economics, The Ohio State 
University, and Davis W. Gregg is Assistant 
Dean, The American College of Life Under- 
writers. At one time Dean Bowers was 
President of the American Association of 
University Teachers of Insurance. 

A Teachers’ Guide is provided for the 
text. The Guide has nearly two hundred 
printed pages of questions and answers. The 
questions are of the thought-provoking type 
rather than examination material. The ques- 
tions are much superior to the superficial 
trivia frequently accompanying similar 
texts. In fact, Magee’s questions are very 
interesting and helpful to students of the 
reviewer. Many of the questions are based 
upon specific court cases involving life in- 
surance. The answers constitute a source 
book for the teacher. 

The students of the reviewer approve 
Magee’s method and style in presenting text 
materials. His style is scholarly and his facts 
are well documented. His text materials are 
well adapted to the students’ understanding. 
The revised edition appears to be an improve- 
ment over its predecessor. 

The book itself is unusually attractive. It 
is bound effectively in two-tone blue with 
gold lettering. The paper is excellent and 
the type clear. 

Cuartes SuFFIELD 
San Fose State College 
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SALESMANSHIP: PRINCIPLES AND METHOoDs, 
by Carlton A. Pederson and Milburn D. 
Wright. (Chicago: Richard D. Irwin, Inc., 
1951. Pp. 541. $6.65.) 

This title must be added to the long line 
of “traditional” textbooks on salesmanship. 
Viewed in this light, it will be well received 
by teachers and students alike for its merits. 

The authors have expressly excluded from 
their consideration high-pressure forms of 
salesmanship, and have emphasized “that 
type of selling which requires the salesman 
to act in the capacity of an advisor, a coun- 
selor, or a consultant.” A well-conceived 
outline of “‘what-why-how,” together with 
a clear writing style combine to facilitate 
communication to the reader. The use of 
many quotations from company manuals 
and trade publications affords a kind of 
vocational realism that will appeal to stu- 
dents. Each chapter is supplied with perti- 
nent questions and short cases which il- 
lustrate and expand upon the text. Chapter 
20 is a case study of a college graduate’s 
induction into a company and his subsequent 
trials and promotions. The Preface states 
that a teacher’s manual is available. 

A final chapter portrays the sales manager 
in terms of profiles extracted from the 
National Sales Executives Association, “‘Por- 
trait of a Modern Sales Executive,” and 
describes briefly certain categories of man- 
power problems handled by him. Pre- 
sumably, the purpose of this chapter is to 
indicate to the student the kind of admin- 
istrative job to which selling sometimes 
leads; but it is a little strange that, while 
the chapter indicates that non-manpower 
problems occupy over 80 per cent of the 
manager’s time, none of these problems is 
even mentioned. 

Like most “traditional”? textbooks on 
salesmanship, this one takes a fleeting nod 
at the role of selling in history, defines the 
qualifications of a salesman in terms which 
preclude the hiring of almost anybody, 
dwells on the importance of knowing a great 
deal about many things, presents a psycho- 
logical shorthand system for defining motiva- 
tion, and outlines the logical steps for getting 
and keeping business. This is a mixture of 


intellectually difficult and unsolved problems 
with practical vocational techniques. The 
vague and superficial treatment of the 
former seems to confuse the latter un- 
necessarily. 

At the heart of the difficulty, from the 
collegiate textbook standpoint, is the tend- 
ency toward superficial treatment of (1) the 
historical perspective of salesmanship, and 
(2) psychological motivation. It means little 
to say that salesmanship is centuries old, 
without indicating the relationship of the 
origin of selling to man’s struggle to learn 
how to evaluate things objectively. This 
concept tells the modern salesman a good 
deal. 

In the authors’ chapter on “Why People 
Buy,” controversial psychological hypoth- 
eses are avoided. The chapter begins with 
the admonition to the salesman “‘to isolate a 
specific kind of motive to which he may 
appeal” and ends with the conclusion that 
one “can only be aware that the consumer’s 
choice is the result of many, and sometimes 


conflicting, unconscious and unreasoned 


motives.” While psychologists have given 
us various classifications of motives, they 
have also shown that similarities and dif- 
ferences in behavior patterns are a function 
of a complex set of environmental and in- 
dividual factors not readily reducible to 
simple generalization. 

If these problems have never bothered the 
college teacher, he will not be disappointed 
in this book. If they have troubled him, he 
probably has not taught salesmanship any- 
way. 

Georce W. Rossins 
University of California 
Los Angeles 


NaTionaL IncoME AND INCOME ANALYSIS, 
by Richard Ruggles. (New York: McGraw- 
Hill Book Company, Inc., 1949. Pp. 333. 
$3.75.) 

This book is an introduction to national 
income and income analysis. The author has 
divided it into two parts. In Part I, he de- 
velops national income concepts from the 
basic accounts of individual firms, govern- 
ment units and households, and demon- 
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strates how these accounts explain the pro- 
ductive contribution of the sectors of the 
economy. In Part II, he applies the concepts 
to economic analysis, thus attempting to 
bridge the gap between micro- and macro- 
theory, i.e., between value theory and gen- 
eral equilibrium theory. 

Part I begins with an introductory dis- 
cussion of the nature of production in a 
modern exchange economy. Production is 
viewed economically as being implemented 
through transactions which become recorded 
in business accounts which in summary form 
appear in two basic accounting statements, 
namely, the balance sheet and the income 
statement. Then a transition is made from 
the statements of the firm to those of the 
economy as a whole, and the concepts of 
national product, national income, and 
personal income, with their respective sup- 
plementary accounts are developed. These 
concepts are then viewed among four sectors 
of the economy, namely, business, govern- 
ment, households, and the rest of the world. 
The reader gradually observes the economy 
as it exists in and is measured by the com- 
ponents of national product and expendi- 
tures. Throughout the exposition the author 
draws copiously upon the national income 
data appearing in the Survey of Current 
Business for illustrative and developmental 
purposes, thus lending an atmosphere of 
stimulative reality to an otherwise detailed 
and abstract discussion. This feature is 
accentuated by a full chapter which presents 
and examines the national income statistics 
from 1929 through 1947. 

In the first two of the six chapters con- 
stituting Part II, the economic development 
of the United States is examined in terms of 
national income and product accounts, thus 
in retrospect providing a setting for the 
problem which is explored and developed in 
the remaining chapters. The effects of a 
variety of economic changes on the level of 
activity are indicated, and their cumulative 
repercussions traced. 

The last four chapters of Part II constitute 
the author’s heaviest and most stimulating 
work, This group begins with a development 
of the concepts of expenditures, gross sav- 


ings, and gross investment. Expenditures are 
of two types, consumption and capital, 
measurable in total by the summation of 
sales to consumers, government, foreign 
countries, producers on capital account, and 
changes in inventories. This summation is 
the value of gross national product, and 
roughly constitutes consumer, business, and 
government income, which is allocable by 
the receivers to savings or expenditures. 

Gross current savings, i.e., that part of 
the national product which is withheld and 
not used for purchases on current account, 
consists of gross current business savings, 
personal savings, and government surplus. 
Gross current business savings is the dif- 
ference between gross national product and 
producer payments to individuals and the 
government, and is measurable by the 
summation of capital consumption allow- 
ances and undistributed profits of business 
firms. The magnitude of such savings is a 
function of such institutional factors as 
depreciation rates, level of profits deemed 
satisfactory by entrepreneurs, and dividend 
policies. Personal savings, i.e., the difference 
between personal income and the sum of 
tax payments and consumption expendi- 
tures, is a function of the level and distribu- 
tion of incomes, price level, amount of past 
savings, past position in the economy and 
future income expectations. Government 
surplus, the excess of receipts over ex- 
penditures, is largely a function of the 
political climate, immediate requirements, 
and business conditions. 

Capital expenditures are both replacement 
and investment. Gross current investment 
is all expenditure for goods not currently 
consumed by individuals, producers and 
government, and is measurable by the sum- 
mation of producers durable goods expendi- 
tures minus replacement durable goods ex- 
penditures, the excess of exports over im- 
ports, and the net change in inventories. 
The magnitude of investment is a function 
of profits, consumer expenditure expecta- 
tions, technological innovations and factor 
productivity. 

Gross current savings and gross current 
investment are identical as to amount, but 
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different as to origin and causal motivation. 
Hence, current savings and the supply of 
funds available for investment are not 
directly related either as to purpose or cause, 
and the magnitude of investment is not a 
function of saving. Individual savings may 
increase or decrease total savings, leading to 
an increase or decrease of expenditure, in- 
ventory, investment, price level or output 
depending upon the magnitude and direction 
of the reciprocally generated repercussions 
as they affect the expectations of those whose 
decisions in the market make and determine 
the expenditures, savings, and investment. 
The nature of the interdependent relation- 
ships is the problem of income analysis. 

The mechanism of income analysis con- 
sists of the determinants of savings and of 
investment. The determinates of saving are 
the propensity to consume, i.e., the schedule 
of the individual’s spending at different 
levels of income; the consumption function 
for consumers as a group, i.e., the schedule 
of the individual’s spending at different levels 
of income; the consumption function for 
consumers as a group, i.e., the schedule of 
consumer expenditures at different levels of 
disposable income, the regression coefficient 
of which varies with both the level of income 
and its distribution, and the propensities to 
consume of individual consumers; and the 
multiplier, i.e., the ratio of total change in 
the level of disposable income to the original 
change in investment, or the amount of 
change in disposable income generated by 
one dollar change in investment, the mag- 
nitude of which is determined by the con- 
comitant changes in gross current business 
savings and government surplus. 

The determinants of investment are the 
rate of acceleration and the marginal 
efficiency of capital. The rate of acceleration 
is the ratio of the amount of derived expendi- 
tures for investment goods resulting from a 
given change in the volume of consumers’ 
expenditures to the normal amount of in- 
vestment for replacement purposes. Its mag- 
nitude is a function of the extent to which 
industries allow price increases to absorb 
increased consumer expenditures, the pres- 
ence of unused capacity, the extent and usage 


of capital equipment, technological effi- 
ciency, and the prevailing degree of opti- 
mism or pessimism. 

The marginal efficiency of capital is the 
schedule of rates of discount which would 
make the present value of expected net 
returns from investment equal to its cost. 
The loci of the schedule are functions of 
profit expectations rather than of interest 
costs, i.e., the excess of the marginal effi- 
ciency of capital over the rate of interest, 
which, in turn, depends upon the actual level 
of economic activity and its rate and direc- 
tion of change, inventions and changes in 
technology, the labor situation, political 
climate and foreign conditions affecting 
exports. 

Assuming that the consumption function 
remains stable, and the level of investment 
expenditures, gross business savings, and cur- 
rent government surplus or deficit independ- 
ent of changes in consumers’ expenditures, 
the mechanics of income analysis work out 
that an increase in the level of investment 
expenditures will increase disposable income. 
by an equal amount. For a period of time, 
current personal savings will increase in- 
voluntarily by the amount of the increase in 
investment, but, as consumers adjust, a 
level of voluntary saving is reached (the 
multiplier at work) which, the author states, 
“will remain unchanged” (p. 273). Then, 
one by one, the assumptions are removed 
and the determination of savings and in- 
vestment is explored in complicated reality. 

Having presented the mechanism of analy- 
sis, the author devotes one chapter to 
equilibrium and unemployment, and a final 
one to economic policy and the level of 
economic activity. Equilibrium is defined as 
that situation in which there exists no 
cumulative process of adjustment in any 
sector of the economy, individuals have no 
incentive to change their levels of consump- 
tion nor business its rate of investment, and 
savings and investment are at voluntary 
levels. The cumulative and reciprocal effects 
of disequilibrium causes are fitted into the 
mechanism, and their repercussions traced. 
Included among these are changes in the 
level of investment expenditures and of 
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gross current savings; change in the con- 
sumption function; changes in taxes (the 
effects of various types of taxes are traced); 
changes in government expenditures on 
goods and services; government subsidies; 
and changes in the level of government re- 
ceipts and outlays. 

Monetary, taxation, and expenditure poli- 
cies of the government are weighed against 
the major objectives of economic policy, 
namely, prevention of periods of general 
unemployment, general price stability, and 
the efficient allocation of resources. Against 
the stock argument that fluctuations are a 
necessary part of the natural growth of the 
economy, the author poses the pragmatic 
observation that “the political temperament 
of the period is such that few people are 
willing to accept the conclusion that nothing 
can be done to alleviate the unfortunate 
consequences of the fluctuations,” and im- 
plies that the responsibility for doing some- 
thing is inescapable. However, he is not too 
sanguine that the mechanics of income 
analysis which he has presented leads to 
much conclusive usefulness. 

Attempts to reverse a cumulative decline 
in the level of gross national product (a 
depression, in income analysis language) by 
means of interest rate manipulation, in- 
creasing the availability of capital; general 
reduction of personal income taxes with no 
consideration for the level of income to 
which the reduction applies; reduction of 
corporate profits taxes; and increasing gov- 
ernment investment expenditures which may 
displace or discourage private investment 
expenditures, are not likely to be very 
effective. However, reduction of sales and 
excise taxes, non-competitive government 
investment expenditures, reduction of im- 
ports if not accompanied by a concomitant 
reduction of exports, and currency devalua- 
tion may within limits be effective. During 
inflationary trends raising the interest may 
do little more than discourage useful, with- 
out curtailing speculative, borrowing. Price 
control and rationing are viewed as necessary 
extreme emergency devices. 

Readers of this book who are conversant 
with income analysis and national income 


theory will no doubt agree with the prefatory 
remark of its author that “it contains little 
that is original; it merely brings together 
generally accepted material” (preface v), 
However, this reviewer trusts that there 
will be general agreement with the statement 
that in the “bringing together” the author 
has made a distinct contribution. The care- 
ful development of the concepts and ac- 
counts and the lucid explanation of the 
analytical tools; the thorough and logical 
integration of the sectors; the cautious treat- 
ment of exceptional aspects of the theory, 
thus warning:of the limitations inherent in 
the assumptions; and the realistic applica- 
tion of the analysis serve to make the book 
a valued addition. 

For those who have not ventured to extend 
their economic thinking beyond orthodox 
marginal analysis and micro-theory into 
income analysis and macro-theory, this book 
is an excellent beginning. If the reader is 
thoroughly familiar with the transactional 
flow of values as revealed by the devices of 
the balance sheet and income statement, 
Part I may seem elementary and tedious. 
Let him beware, however, lest he treat this 
portion too lightly and find himself ‘in deep 
water” in the masterful presentation of the 
mechanics of income analysis, equilibrium 
and full employment. 

L. F. MAnHart 
Bowling Green State University 


Foop MarketT1no, edited by Paul Sayres. 
(New York: McGraw-Hill Book Co., 
1950. Pp. 335. $5.00.) 

From time to time throughout the devel- 
opment of marketing literature there have 
appeared books narrating and explaining the 
distribution of a particular commodity or 
commodity group. In most instances, such 
books have enjoyed wide readership and a 
long life for reference purposes, because 
nowhere else in the literature is it possible 
to find such a quantity of facts and details 
concerning the marketing of the product in 
question. Consequently, books on com- 
modity marketing have usually made sub- 
stantial contributions to the marketing 
literature. 
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The same may be said for this book. Its 
23 chapters were written by 22 different 
leaders of the grocery industry, each re- 
putedly a recognized expert in his field. It is 
both a timely and a comprehensive discus- 
sion of food marketing, covering the gamut 
of food industry practice, from the time the 
farmer sells his crop until the consumer buys 
food supplies at the retail counter. 

The content of the book includes sections 
pertaining to mass marketing at the retail 
level, types of chain operations in food re- 
tailing, modern services of food wholesalers, 
practices in promoting food brands, food 
marketing frontiers, and a preview of de- 
velopments yet to come. Numerous authors, 
as they saw fit, supplemented their text with 
charts, graphs, and pictures. On the whole, 
the book is well integrated and there is a 
minimum of overlapping of subject matter, 
despite the fact that so many contributors 
have shared in its preparation. 

To attempt to say what was “new” in 
the book would undoubtedly be more a 
subjective than an objective commentary, 
for as facts go it is improbable that the 
work includes any startling revelations of 
data or deductions. Every reader, however, 
will find some new instances of both, for 
even as no one individual author could have 
brought to bear upon the subject such an 
array and scope of knowledge, so no one 
reader will be completely familiar with all 
aspects of this broad subject, either from 
experience or study. 

The theme emphasizes the fact that to 
serve the mass market for food, manufac- 
turers and distributors have through whole- 
some competition and American ingenuity, 
developed a system which is efficiently and 
economically meeting the market needs. 
This theme is convincingly elaborated by 
each of the contributors. 

The quality of the book is consistently 
high, but the style of many of the chapters 
is representative of that found most often 
in trade publications. Very little of it is 
what might be called “light,” but rather the 
book lends itself to careful reading as well as 
thorough study. 

The book is evidently intended to be used 


mainly by the trades, for it is described as 
providing the principles of food merchandis- 
ing to newcomers in the industry while at 
the same time furnishing those already mak- 
ing their livelihood in it with a view of its 
broadest and most progressively developed 
aspects. 

The book will also find academic use, for 
reference, for illustrative reading, and per- 
haps in some instances for supplementary 
text purposes. 

R. 
Ohio State University 


IN CreEpDITs AND CoLLEctions, by 
W. J. Schultz and H. Reinhardt. (New 
York: Prentice-Hall, Inc., 1950. Pp. 333. 
$4.75.) 


This work first appeared in 1941, but has 
been brought up to date. All problem ma- 
terials are dated 1950. The material is put 
up in loose-leaf form in a ring binder. Why, 
is not clear. The binder is full. There is no 
room for additional sheets whether of prob- 
lems or of notes or solutions. 

This is, as its title states, a problem book, 
an aid to the advanced practical study of 
credit granting by manufacturing and whole- 
sale concerns. Student study presupposes 
previous study of some textbook, supple- 
mented by alert discussions on the practice 
of credit granting. 

It presents 25 case problems. Each is well 
documented. Most of the problems pre- 
sented are neither simple, nor easy of solu- 
tion. Just what the answers should be may 
be a matter of considerable difference of 
opinion. The authors who have gathered and 
compiled them call them “‘border-line cases.” 
The reviewer, for one, and college teachers 
of credits and collections, in general, would, 
I believe, be glad to see a key presenting the 
considered judgments of expert, successful 
credit men as to proper courses of action for 
each, 

For teaching purposes it would have been 
helpful if a number of cases could have been 
included in which the judgment of compe- 
tent credit men as to solutions might have 
been in general agreement. 

The problems are drawn from actual ex- 
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amples that have arisen in credit granting 
practice, but seem to be cases in which the 
credit managers from whom they came had 
probably been stumped. It would have 
added to the interest of the collection, if an 
appendix could have been added, showing 
just how the original problems were handled 
and, most important, whether such disposals 
came out successfully or resulted in losses 
to the companies concerned. 

The authors are to be commended and 
congratulated, not only upon unearthing and 
compiling, but also on the arranging of the 
cases in this book. The problems are highly 
challenging. If I were presently teaching a 
course in credit granting and collections, I 
would consider this collection of case- 
problems a “must” for my classes. 

Paut H. Nystrom 
Columbia University 


SuccessruL Sates Promotion, by Harry 
Simmons. (New York: Prentice-Hall, Inc., 
1950. Pp. 441. $4.25.) 

The rapidly increasing interest in the 
general field of sales promotion has resulted 
in the publication of a number of books on 
the subject in recent years. Sales promotion 
is a field that encompasses such a wide 
variety of activities and concepts that the 
author is inevitably faced with the almost 
impossible task of weaving the many 
divergent fragments into something that 
resembles a whole cloth. That the resulting 
pattern is somewhat confused and frag- 
mentary is not to be wondered at—and Mr. 
Simmons’ book is a good case in point. 

The Definitions Committee of the Ameri- 
can Marketing Association has defined sales 
promotion as those sales activities which 
supplement and coordinate personal selling 
and advertising in order to increase their 
effectiveness. This definition is broad enough 
to include a vast subject matter. But Mr. 
Simmons increases the area even more by 
defining sales promotion as follows: “The 
sales promotion job is largely a matter of 
coordinating the efforts and activities of the 
sales department, the advertising depart- 
ment, the merchandising department, the 
research department, the public relations 
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department into a well-directed series of 
hammerlike blows at the point of sale to 
reduce sales resistance.” 

The definition of sales promotion that 
seems to be gaining currency in the retail 
field is based on a quite different concept. 
It envisages sales promotion not as the sup- 
plementary and coordinating factor in per- 
sonal selling and advertising but as the sum 
total of all phases of personal selling and 
advertising. It is defined by Edwards and 
Howard in Retail Advertising and Sales 
Promotion (New York, Prentice-Hall, Inc., 
rev. ed., 1943), and quoted by Mr. Simmons, 
as “‘(Retail) sales promotion includes every 
activity that contributes in any way, directly 
or indirectly, to the promotion of profitable 
sales. Thus it is a more inclusive term than 
advertising, publicity or merchandising, and 
combines all three. But sales promotion, 
properly considered, does not stop there. 
It likewise encompasses all selling activities 
and service features which in any way affect 
the selling of goods....” 

When the term “sales promotion’”’ is used 
interchangeably in two such widely differing 
meanings in the same book the reader is 
somewhat startled and confused. And the 
reader is further puzzled when he finds little 
plan of organization either by chapters or 
within chapters. 

The sequence of chapters proceeds from 
definition of sales promotion, scope of mod- 
ern sales promotion, internal house organs, 
sales contests, employee’s manuals, external 
house organs, to labels, tags, and decals. 
Then it continues from sampling and demon- 
strating, to store layout and modernization, 
retail sales promotion, coordinating adver- 
tising and selling, from public relations 
through sales promotion, importance of dis- 
plays that sell, creative window displays, 
counter displays for modern merchandising, 
displays throughout the store, to sales tools 
and dealer helps. 

Despite its obvious flaws the book contains 
a wealth of material quoted from trade 
publication articles, manufacturers’ manuals, 
books, letters and other sources. It is pro- 
fusely illustrated, but lacks a bibliography. 
In his preface, the author states that the 
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book is directed to sales promotion man- 
agers, advertising managers, sales managers, 
and marketing managers. While certain 
sections may be useful as supplementary 
reading for marketing students the book is 
hardly useful as a text. 
Joun V. Lunp 

State University of Iowa 


U. S. InpustriaL Desicn 1951, edited by 
the Society of Industrial Designers. (New 
York: The Studio Publications, Inc. and 
Thomas Y. Crowell Co., 1951. Pp. 184. 
$10.00.) 


The purpose of this book is to show the 
industrial designing profession in action. 
Since to understand a designer’s work, one 
must see its results, illustrations make up 
a large part of the volume. They range from 
the design for trans-oceanic liners and branch 
department stores to ball-point pens and 
waxed-paper sandwich bags. Each item or 
product presented is shown in an attractive 
photograph with a brief statement of the 
objective to be achieved and the require- 
ments that the design had to meet. Sections 
devoted to mass-produced products for 
personal use, the home, business, manu- 
facturing, and the professions, constitute the 
largest part of the book. 

It should be of interest to marketing men 
to note how designers have used eye appeal 
to induce the “buying impulse” and it is 
apparent that a knowledge of what moves 
people to buy is of first importance to 
industrial designers. That the integration of 
art, engineering, and merchandising has 
been reduced from theory to practical fact 
is well illustrated in this volume. For the 
sake of manufacturing efficiency, the final 
appearance of the product must necessarily 
be determined by whether it is to be turned 
out by the single unit or by the thousands; 
nevertheless, example after example is to be 
found in this book where production con- 
siderations have been nicely blended with 
marketing considerations and esthetic taste. 
As faultless operation is taken more and 
more for granted in today’s household equip- 
ment, marketers must depend on appearance 
as the basis of appeal in the competitive 


selling of household gadgets. Throughout 
the book there is ample evidence of the 
expanded use of plastics, protective coatings, 
and color effects in developing more attrac- 
tive and lasting products at lower costs. 

A third of the book is devoted to such 
household equipment as washing machines, 
dishwashers, refrigerators, stoves, heaters, 
radio, and television sets, kitchen utensils 
and table ware. A section on equipment for 
personal use and recreation includes such 
items as electric razors, skates, lighters, 
hearing aids, fountain pens, and baby 
furniture. The commercial and professional 
equipment section includes tune recorders, 
X-ray cabinets, adding machines, ice cream 
freezers, scotch tape dispensers, commercial 
floor polishers, dictating machines, and food 
slicers. A transportation section shows de- 
signs for railway and subway stations, rail- 
road cars, trans-atlantic liners, buses and 
automobiles. The division devoted to in- 
dustrial apparatus and machinery, pictures 
turret lathes, soldering tools, air compres- 
sors, cylinder printing presses, farm ma- 


chinery, drilling rigs, and electric tools.’ 


Next is a section on packaging and general 
identifying programs, followed by a closing 
section on commercial interiors and ex- 
teriors, including among other attractive 
illustrations the new branch stores of S. S. 
Pierce, R. H. Stearns, and Filene’s in the 
Boston area... 

A sample of the descriptive material 
accompanying each illustration is that for 
the instantaneous soldering tool: “In this 
project a heating element, a transformer, a 
light, a two position switch, and a fuse had 
to be combined to give an instantaneous 
soldering tool good appearance and balance 
and simplicity in use. Particular attention 
was given to the balance and grip because of 
the weight of the transformer. The housing 
permits all the components to be self po- 
sitioning for ease of assembly. General 
Electric Hycar, phenolic molding powder 
was specified for this housing.” 

For the production man and the market- 
ing man alike this book should serve as a 
source of information in the presentation of 
practical design possibilities at home, at the 
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office, and in the factory. Like its predeces- 
sor, “U. S. Industrial Design 1949-1950,” 
this intriguing volume is a worthy contribu- 
tion toward improvement and beauty in 
industrial design engineering. 

Davin E. Favitie 
Stanford University 


MARKETING: SELECTED Case PRroBLems, by 
George R. Terry. (New York: Prentice- 
Hall, Inc., 1950. Pp. 250. $2.00.) 


The author has compiled an easy-to-read 


‘case book that can be fitted in readily with 


any basic marketing textbook. He has, in 
fact, included a key which indicates how the 
various cases apply to specific chapters in 
each of six standard marketing texts. 

The book should also be useful to any 
students or practitioners who would like to 
sharpen their ability to apply marketing 
knowledge by analyzing some up-to-date 
case material. 

The 58 cases included in the book are 
divided into 12 classifications: fundamentals 
and functions, marketing policies, marketing 
structure and channels of distribution, 
wholesaling, retailing, the consumer, in- 
dustrial marketing, sales promotion and 
advertising, marketing research, price de- 
termination and policies, marketing costs, 
and the government and marketing. 

Each of these sections is introduced by a 
few pages of general discussion outlining the 
nature of the problems covered and some of 
the factors to be considered in making mar- 
keting decisions in these problems. This 
introductory material is in most sections 
limited to three or four pages. 

The cases include a good selection of both 
consumer and industrial products. Among 
the products covered in the case material 
are dresses, drugs, cosmetics, candy, appli- 
ances, machinery, builders’ supplies, and 
automotive products. The section on the 
relationship of the government to marketing 
includes cases involving resale price main- 
tenance, price discrimination under the 
Robinson-Patman Act, alleged violation of 
anti-monopoly laws, and alleged violation of 
the Wheeler-Lea Act. 

Since most instructors who use the case 


approach expect it to help students evaluate 
the various alternatives which must be ex- 
plored before a policy decision is made, some 
will object to the general scarcity of statis- 
tical material in most of the cases. Few of 
the cases contain enough statistical data to 
give the reader a clear idea of the sort of 
material that a firm should compile and 
analyze before making such decisions. In the 
section on sales promotion, for instance, the 
student is asked to evaluate alternative 
promotional methods in several instances 
with little information on the possible cost 
of the alternatives available to the firm. 
The instructor using the book will find it 
desirable to supplement much of the case 
material with whatever general statistical 
or other background material is available. 
Although the student must realize the de- 
cisions are made in the light of one’s ig- 
norance as well as one’s knowledge, it seems 
desirable to emphasize to him the analysis 
of as much material as is practicable under 
the circumstances. 

The author has done an excellent job of 
presenting the case material in clear, under- 
standable language. The introductory ma- 
terial, although very brief, is also well 
written. However, each section would have 
been strengthened by the inclusion of a 
bibliography. 

In the preface the author suggests the 
possibility of using the book as the text for 
a case problems course in marketing. It 
should serve satisfactorily for such a course 
providing the students had already com- 
pleted at least one marketing course, or 
providing the instructor expected to supple- 
ment the case work with considerable outside 
reading. 

S. Watson Dunn 
University of Illinois 


BRIEFLY NOTED 


By Cuartes J. Dirksen 


ErrecTIvE Persona Letrers, by Wm. H. 
Butterfield. (New York: Prentice-Hall, 
Inc., 1951, 2nd ed. Pp. 389. $4.95.) 

This book is devoted exclusively to per- 
sonal letters of the type that business execu- 
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tives and professional men are called upon 
to write daily. 

The 855 complete letter specimens in the 
book were very carefully selected to il- 
lustrate the effective handling of everyday 
personal situations in business. 

Among the types of letters included are 
the following: letters of congratulations and 
good wishes; letters of appreciation; letters 
of seasonal good wishes; letters of welcome; 
letters of condolence and sympathy; letters 
of recommendation; letters of introduction; 
letters of invitation; and miscellaneous cour- 
tesy letters. 

Preceding each group of letters is a clear 
explanation of the principles of writing the 
different types of letters. 

Marketing and business executives will 
find this book an invaluable reference guide. 


Books FOR THE ADVERTISING AND Mar- 
KETING Man (New York: Advertising 
Federation of America, 1951, rev. ed. Pp. 
38. $1.00.) 


More than 500 books in advertising and 
related fields have been published during 
the past five years, according to the Adver- 
tising Federation of America’s newly revised 
bibliography “‘Books for the Advertising and 
Marketing Man.” 

The actual total of 503 post-war books 
represent over one-third of the listings in 
the volume, which covers the last twenty 
years. 

The book is broken down into §7 different 
subject classifications which include vir- 
tually every topic from advertising arts to 
window and store display, with listings on 
radio, TV, public relations and salesman- 
ship. The total of 1,488 listings make it one 
of the most exhaustive bibliographies to be 
found in the field. Also included are index 
lists of the 328 publishers and 1,168 authors 
represented. The books noted were pub- 
lished between 1931 and 1950 with a few 
older books of special interest included. 

It is a revised edition of “Books For The 
Advertising Man” originally printed in 1942 
and supplemented in 1946. During the past 
decade it has acted as a reference and guide 
book for librarians, teachers, students, and 


counselors as well as for advertising and 
marketing personnel. 


Direcrory OF ADVERTISING, MARKETING, 
AND Pusiic RELATIONS EDUCATION IN 
THE Unitep States, under direction of 
Donald W. Davis. (New York: Adver- 
tising Federation of America, 1951. Pp. 
68. $3.50.) 


Education in the advertising, marketing 
and public relations fields has shown a 
marked and significant increase during the 
five post-war years, according to this volume 
just published by the Bureau of Research 
and Education of the Advertising Federation 
of America. 

The number of college course listings and 
hours of instruction has doubled since 1946 
while the number of degree-granting institu- 
tions offering courses in these fields has 
increased by 56 per cent. This trend shows 
that the colleges and universities are aware 
of, and striving to meet, the need for great 
numbers of trained people in the various 


fields of sales and distribution and in the. 


media, advertising agency and public rela- 
tions fields. 

Representing seven months research on 
the part of Professor Davis and his staff, the 
new directory lists 819 degree-granting insti- 
tutions offering degree-credit courses in the 
fields of advertising, marketing and public 
relations as compared with 524 in 1947. 
There are 6,728 individual course listings for 
1951 or more than I00 per cent increase over 
the 3,357 in 1947. The 403,680 semester 
class hours of instruction indicate an increase 
of 101 per cent over the 1947 total of 200,480 
hours. 

In addition to college and university 
courses earning credit towards a degree, the 
directory also lists university extension 
courses, private home-study courses and 
advertising-club courses available through- 
out the United States, Hawaii, Alaska, and 
Puerto Rico. 

The directory is intended to act as a 
reference book for educational and voca- 
tional advisers as well as for advertising 
people who have occasion to counsel young 
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people entering advertising, marketing, or 
public relations careers. 


THe Impact oF GOVERNMENT ON REAL 
Estate FINANCE IN THE UNITED STATES, 
by Miles L. Colean. (New York: National 
Bureau of Economic Research, Inc., 1950. 
Pp. 171. $2.50.) 


Any consideration of the problems of 
financing real estate must take into account 
the great influence exercised by the govern- 
ment in determining financial policy and 
the availability of funds for investment in 
real estate. 

This volume traces the course of govern- 
mental influence on real estate finance from 
colonial times to the present. It reveals the 
background of many current interventionary 
policies and encloses the extent to which 
this field of enterprise has been subjected to 
the regulation of government. 

Particular attention is given to the meas- 
ures enacted from the onset of the depression 
of the 1930’s through 1949, as well as to the 
emergence of radically new concepts of the 
nature and purpose of mortgage credit, and 


of governmental responsibility in respect to 
it, which have grown up during this period, 


Unitep States Ports, by George Fox Mott. 
(New York: Arco Publishing Company, 
1951. Pp. 233. $7.50.) 

This survey is an objective analysis of 
representative harbor and port conditions, 
facilities, and trained facts and figures, in- 
cluding a consideration of the services of 
marine terminals of the United States, 
together with a presentation of control, 
organizational, and functional matters. The 
book is divided into four parts: Part I, 
Findings and General Conclusions; Part II, 
Evidence Measured and Weighed; Part III, 
Port by Port Analysis; Part IV, Operational 
Sidelights. 

The number of ports specifically reported 
upon was limited to 30 of the 60 studied, in 
the interest of space conservation and be- 
cause the ones selected represent collectively 
a satisfactory cross section of United States 
Ports. This book presents a single compact 
source of information that marketing men 
will find valuable for use in their analysis 
of these representative ports. 
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1951-52 Officers 

In August, 1950, the American Marketing 
Association voted to change its administra- 
tive year to end on June 30, rather than on 
December 31. The officers and directors 
who began their terms January 1, 1950 
carried through till June 30, 1951. The 
following new officers have been elected for 
the fiscal year July 1, 1951 through June 30, 


1952: 

Officers and directors whose terms expire 
June 30, 1952: 
President 

George H. Brown, Professor of Marketing, School of 
Business, University of Chicago, Chicago 37, Ill. 

Vice President (Operating Policies) 

Thomas G. MacGowan, Manager, Market Research 
Dept., The Firestone Tire and Rubber Co., Akron, 
Ohio 

Vice President (Professional Activities) 

Robert J. Eggert, Market Research Manager, Ford 
Division of Ford Motor Co., Plymouth & Middle- 
belt Roads, P.O. Box 627, Dearborn, Mich. 

Vice President (Academic Activities) 

Reavis Cox, Professor of Marketing, Wharton School, 

University of Pennsylvania, Philadelphia, Pa. 
Secretary 

Ira D. Anderson, Professor of Marketing, Chairman, 
Dept. of Marketing, School of Business, North- 
western University, Evanston, Ill. 

Treasurer 

Donald E. West, Director of Marketing Research, 

McCall Corp., 230 Park Ave., New York 17, N. Y. 
Directors 

Harold P. Alspaugh, Director, Market Research, 
H. J. Heinz Co., P.O. Box 57, Pittsburgh, Pa. 

Robert T. Browne, Director of Marketing, Pillsbury 
Mills, Inc., Minneapolis, Minn. 

Delbert J. Duncan, Professor of Marketing, Uni- 
versity of California, Berkeley, Calif. 

William W. Heusner, Director of Marketing Re- 
search, Pabst Sales Co., 221 North LaSalle St., 
Chicago, Ill. 

Hugh H. MacMillan, Director of Research, The De- 
troit Free Press, 321 Lafayette Ave., West, Detroit 
31, Mich. 

Immediate Past President 

Everett R. Smith, Research Director, Macfadden 
Publications, Inc., 205 East 42nd St., New York 17, 
N. Y. 


Directors with terms ending Fune 30, 1953 

Richard H. Moulton, Director of Market Research, 

— Foods Corp., 250 Park Ave., New York, 

Henry G. Baker, Chairman, Marketing Division, 
Atlanta Division, University of Georgia, Atlanta, 
Ga. 

B. F. Lynip, Jr., Director of Planning and Statistics, 
California and Hawaiian Sugar Refining Corp., 215 
Market St., San Francisco, Calif. 

Dean M. Prather, President, A. C. Nielsen Co. of 
Canada, Ltd., 2436 Younge St., Toronto, Canada 

Charles W. Smith, Associate Manager, McKinsey & 
Co., 60 East 42nd St., New York, N. Y. 

Hugh G. Wales, Associate Professor of Marketing, 
University of Illinois, Urbana, Ill. 

Wilford L. White, Chief, Management Division, 
Office of Small Business, National Production 
Authority, Dept. of Commerce, Washington, D. C. 

Editor-in-Chief 

E. R. Hawkins, Dean, School of Business, Johns 

Hopkins University, Baltimore 18, Md. 


1951 Mid-Year Conference 


Detroit, Michigan, Statler Hotel, June 20, 
21, and 22. Hugh H. MacMillan, General 
Conference Chairman; Richard W. Ouder- 
sluys, Vice-General Chairman; Albert Moell- 
mann, Secretary; William T. Hunt, Treas- 
urer & Registrar; H. H. Geddes, Program 
Chairman; F. C. Hanson, Arrangements 
Committee; Reg Dellow, Entertainment 
Committee; Helen White, Reception Com- 
mittee; Lyndon E. West, Publicity Com- 
mittee; Douglas Boothe, Exhibits Commit- 
tee; D. Maynard Phelps, Liaison; E. H. 
Gault, Local Representative of Teaching 
Group (in cooperation with Delbert Dun- 
can); Robert J. Eggert, Advisor. 


1951 Winter Conference 


Boston, Massachusetts, Hotel Kenmore, 
December 27 and 28. Professor Edmond C. 
Bursk, General Conference Chairman; Allen 
Rucker, Program Chairman; Malcolm Sey- 
mour, National Representative; Robert W. 
Reynolds, Arrangements Chairman. 
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The Association welcomes the following 
new members who were accepted during the 
period from February 1, 1951 through April 
30, 1951. 

Adams, David M. 
Elliott-Haynes, Ltd., 515 Broadview Ave., Toronto 6, 
Canada 
Adams, Robert M. 
Haas, Baruch & Company, 4700 S. Boyle, Vernon 58, 
Calif. 
Aglamesis, Jim 

3044 Madison Rd., Cincinnati 9, Ohio 
Algeo, Warren H. 

23 River Glen, Hastings-on-Hudson, N. Y. 
Anderson, Jack B. 

A. C. Nielsen Co. of Canada, 2436 Yonge St., 

Toronto, Canada 
Anderson, John P. 

Lever Brothers Co., 80 Varick St., New York 13, N. Y 
Atwell, Frank P. 

The Bell Telephone Co. of Pa., 416 7th Ave., Pitts- 

burgh 19, Pa. 
Austin, Robert Lee 

76 Clinton Heights Ave., Columbus 2, Ohio 
Bachman, Morton I. 

2167 Cruger Ave., Bronx 60, New York, N. Y. 
Ballon, Edward 

Institute of Business Administration, 273 Bloor St. 

West, Toronto, Canada 
Bateman, Jack D. 
Rockwell Mfg. Co., 400 N. Lexington Ave., Pitts- 
burgh, Pa. 
Baumeister, John J. 
California & Hawaiian Sugar Refining Corp. Ltd., 
215 Market St., San Francisco, Calif. 
Beem, Eugene R. 
Kalamazoo College, Kalamazoo, Mich. 
Bengston, Richard J. 
Battelle Memorial Institute, 505 King Ave., Co- 
lumbus, Ohio 
Beveridge, Edith 
The Reader’s Digest, 50 King St., West, Toronto, 
Canada 
Binkley, Howard L. 
Hanover College, Hanover, Ind. 
Bland, Richard W. 
Stix, Baer and Fuller Co., 601 Washington Ave., St. 
Louis 1, Mo. 
Bowen, Clinton M. 
43 Edgewood St., Springfield 9, Mass. 
Bradford, Robert A. 
Miller Brewing Co., 4002 West State St., Milwaukee 
1, Wis. 
Bradley, John L. 
72 High St., Montclair, N. J. 
Broder, Alvin 
Metropolitan Sunday Newspapers, Inc., 220 E. 42nd 
St., New York City, N. Y. 
Brooks, Robert C., Jr. 
P.O. Box 299, Cornelia, Ga. 


Brown, Logan R. 
Lever Bros. Ltd., 299 Eastern Ave., Toronto, Canada 
Browse, R. M. 
Imperial Tobacco Co. of Canada Ltd., 3810 St, 
Antoine St., Montreal, Canada 
Carruth, Virginia Johnson 
Kudner Agency, Inc., 575 Madison Ave., New York 
a2, N. Y. 
Castle, Robert Woods 
J. Walter Thompson, 420 Lexington Ave., New York, 
N.Y 


Childs, Charles O. 
Procter & Gamble Distributing Co., Speed Bldg., 
Louisville, Ky. 
Clagett, Lucy 
National Family Opinion Inc., 30 West Washington 
St., Chicago 2, Ill. 
Clewes, R. S. 
Gruneau Research Ltd., 2052 St. Catherine St. West., 
Montreal, Canada 
Cluse, Robert 
P.O. Box 1132, University Branch, Miami 46, Fla. 
Cochrun, Irwin A. 
g12 West John St., Champaign, Ill. 
Coen, Eleanor K. 
Lever Brothers Co., 80 Varick St., New York, N. Y. 
Cox, John Robert 
Sacramento State College, Sacramento 18, Calif. 
Cuenin, Paul M., Jr. 
40 Kenilworth Rd., Arlington 74, Mass. 
Culbert, Clifford J. 
26 Chatham Rd., Ardmore, Pa. 
Daboll, H. Davis 
Columbia Rope Co., 309 Genesee St., Auburn, N. Y. 
Danielson, Paul A., Jr. 
18 Anthony Rd., White Plains, N. Y. 
Dapper, Loretta B. 
Burke Marketing Research, Inc., 920 E. McMillan 
St., Cincinnati 6, Ohio 
Darrah, Lawrence B. 
Cornell University, Warren Hall, Ithaca, N. Y. 
Davidson, Ernest 
A. C. Nielsen Co. of Canada Ltd., 2436 Yonge St., 
Toronto 12, Canada 
Davis, Madison T. 
Holly Mfg. Co., 875 S. Arroyo Parkway, Pasadena, 
Calif. 
Dickman, Charles V. 
Bayer & Watkins Co., Div. of Sterling Drug, Inc., 
860 2nd St., San Francisco 7, Calif. 
Duff, James E. 
Frank W. Hankins & Co., 1605 Race St., Philadelphia 
3, Pa. 
Eichen, Moe 
67-99 A 223 Pl., Bayside, N. Y. 
Eikenbary, William Neal, Jr. 
634 N. Emerson Ave., Indianapolis 19, Ind. 
Emond, Robert H. 
A. C. Nielsen Co. of Canada Ltd., 2436 Yonge St., 
Toronto, Canada 
Endick, Murray 
58 Linden Blvd., Brooklyn, N. Y. 
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Eubank, Lowell 
E. I. du Pont de Nemours & Co., 1oth & Market St., 
Wilmington 98, Del. 
Fair, Norman M. 
1616 Greencrest Dr., Pittsburgh, Pa. 
Fairbairn, Margaret E. 
6623 Woodlawn, Chicago, Ill. 
Fierce, Pvt. Arthur Mickey—USAF 
3417th Student Squadron, Lowry Air Force Base, 
Box C1008, Denver, Colo. 
Fink, Donald L. 
6243 Delancey St., Philadelphia 43, Pa. 
Fitzmorris, Edward J. 
Buffalo Courier-Express, 795 Main St., Buffalo 5, 
N. Y. 
Folsom, Lowell E. 
1243 East 58th St., Chicago 37, Ill. 
Francisco, James R. 
Oklahoma A & M College, Agr.-Ind. Development 
Service, Stillwater, Okla. 
Frisselle, Parker 
The Dow Chemical Co., Midland, Mich. 
Fusselman, Roudolph K. 
3724 Market St., Youngstown 7, Ohio 
Fyvolent, David B. 
Bradley’s Dept. Store, Inc., 1106 Manatee Avenue, 
Bradenton, Fla. 
Garrett, Keith Colin 
Building Products Ltd., P.O. Box 6063, Montreal, 
Canada 
Gibb, Wendy 
Gruneau Research Ltd., 2052 St. Catherine St. West, 
Montreal, Canada 
Eiffin, Robert T. 
3023 Griest Ave., Cincinnati 8, Ohio 
Gilbert, Laura 
Burke Marketing Research, Inc., 34 S. 17th St., 
Room 246, Philadelphia 3, Pa. 
Gillam, George B. 
Carrier Corp., 300 S. Geddes St., Syracuse, N. Y. 
Glass, Barbara 
242 West 76th St., New York City 24, N. Y. 
Glifort, William A., Jr. 
3114-A Berkeley Dr., Philadelphia 2, Pa. 
Goldstein, Alan A. 
131-74 228 St., Laurelton 13, N. Y. 
Golick, Peter S. 
4845 C. St. Catherine Rd., Montreal, Canada 
Gottfried, Bert A. 
Dun & Bradstreet, Inc., 326 Broadway, N. Y. 
Green, Howard L. 
19 Brinsley St., Dorchiester 21, Mass. 
Greenberg, Manuel 
1245 S. Christiana Ave., Chicago 23, Ill. 
Gregory, Leon A., Jr. 
166 E. Pomona St., Philadelphia 44, Pa. 
Griffith, Richard Alan 
RR. 1, Maryland Heights, Decatur, IIl. 
Grimm, William E. 
6973 Somerset Dr., Cincinnati 24, Ohio 
Gruber, Herbert C. 
Gulf Oil Corp., Gulf Bldg., Pittsburgh 30, Pa. 


Hansen, J. W. 
Confederation Life Association, 12 Richmond St. 
East, Toronto 1, Ontario 
Hansen, Wayne 
5254 Grove St., Skokie, Ill. 
Hardesty, Raymond D. 
Kroger Co., 35 E. 7th St., Cincinnati, Ohio 
Harris, William H., Jr. 
University of Ga., Atlanta Div., 24 Ivy St., S. E., 
Atlanta 3, Ga. 
Harrits, John 
1227 Grove Ave., Racine, Wis. 
Hartman, George S. 
4105 N. 4th St., Arlington 3, Va. 
Hartzell, Bernard H. 
2356 Selma Ave., Youngstown, Ohio 
Hassard, Russell G. 
Imperial Oil Ltd., 56 Church St., Toronto, Ontario 
Hasselmann, M., A. 
Aubrey, Moore & Wallace, Inc., 230 N. Michigan 
Ave. Chicago 1, Ill. 
Hearn, Robert E. 
Rexall Drug Co., 8480 Beverly Blvd., Los Angeles 8, 
Calif. 
Henke, Carl 
General Outdoor Adv. Co., 515 S. Loomis St., Chi- 
cago, Ill. 
Hess, Wilbur K. 
1448 Washington Ave., Alexandria, Va. 
Higgons, Robert H. 
McCann-Erickson, Inc., 50 Rockefeller Plaza, New 
York, N. Y. 
Hileman, Donald Goodman 
University of Illinois, School of Journalism, Urbana, 
Ill. 
Holle, Arthur William 
4455 N. Sacramento, Chicago 25, Ill. 
Hook, Raymond S. 
89A Polo Village, Tucson, Ariz. 
Hovey, Copeland 
Marketing Research, 463 Hartford Ave., Los Angeles 
13, Calif. 
Howland, Alice Crane 
Frank W. Hankins & Co., Inc., 1605 Race St., Phila- 
delphia 3, Pa. 
Hummer, Dwight D. 
430 Rutgers Ave., Swarthmore, Pa. 
Igoe, John W. 
Bituminous Coal Research, Inc., 2609 First National 
Bank Bldg., Pittsburgh, Pa. 
Ingram, Jean L. 
1435 N. State, Chicago 10, Ill. 
Jay, Rutledge 
Personnel Research Center, 5402 2nd Ave., Detroit 1, 
Mich. 
Johnson, Carl B. 
130 Vandalia Rd., Oak Ridge, Tenn. 
Johnson, Donald V. 
535 Curtis Rd., Glenside, Pa. 
Johnson, Edward A. 
The Barry Corp., 179 Sidney St., Cambridge, Mass. 
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Joraleman, F. P. Martin, Roy B. 
Stoney Hill Farm, 1572 Broad St., Bloomfield, N. J. 1205 W. Sherwin, Chicago 26, Ill. 
Judd, William E. Masie, Frederick W. 
South Wind Div., Stewart-Warner Corp., 1514 220 Beech Hill Rd., Wynnewood, Pa. 
Drover St., Indianapolis 7, Ind. Mauro, Gerald 


Kahler, Karl M. 
Ohio State Council of Retail Merchants, 198 S. High 
St., Columbus 15, Ohio 
Kassiday, Jerome 
624 W. Cornelia, Chicago 13, Ill. 
Katz, Judah 
Hirshon Garfield Inc., 745 5th Ave., New York, N. Y. 
Keller, Lester E. 
Bausch & Lomb Optical Co., 635 St. Paul St., 
Rochester 2, N. Y. 
Kent, Leonard 
Alderson and Sessions, 1401 Walnut, Philadelphia 2, 
Pa. 
Kieft, Pfc. Donn A. 
AF 16334403, 3450th Training Sqd. (adm.), F. E. 
Warren AFB, Wyo. 
Kirley, John Charles 
601 West Fifth, Tempe, Ariz. 
Konopa, Leonard J. 
2518 Graham Ave., Akron 12, Ohio 
Kress, Frank M. 
2903 Pine Avenue, Niagara Falls, N. Y. 
Lamb, Robert 
Ohio Boxboard, Rittman, Ohio 
Large, Richard S. 
Duquesne Light Company, 435 6th Ave., Pittsburgh, 
Pa. 
Lazer, William 
319 Pritchard Ave., Winnipeg, Canada 
Lewis, Robert C. 
The Goreham Co., 333 Adelaide Ave., Providence 7, 
R. I. 
Lienhard, John H., Jr. 
U. S. Dept. of Ag., P.M.A.-F. & V., 303 Wholesale 
Terminal Bldg., Los Angeles, Calif. 
Lilley, Robert Francis 
5123 Wetheredsville Rd., Baltimore 7, Md. 
Livezey, Robert E. 
71 W. 10th Ave., Columbus, Ohio 
Logan, Charles E. 
450 East Ohio St., Burnett & Logan, Chicago, III. 
Lund, Harold C. 
Walker & Downing, 532 Oliver Bldg., Pittsburgh, Pa. 
Lupton, Howard T. 
Philip Morris & Company, Ltd., Inc., 100 Park Ave., 
New York 17, N. Y. 
Macklin, Arthur T., Jr. 
441 East 48th St., Chicago rs, Ill. 
Maddan, Martin 
British Export Trade Research Organization, Premier 
House 48 Dover St., London W. 1, England 
Mair, Mace 
Poster Adv., 80 Richmond St. W., Toronto 
Marburg, Theodore F. 
1595 Hewitt Ave., St. Paul 4, Minn. 
March, Robert Hardy 
38 Runnemede Ave., Lansdowne, Pa. 


1407 S. Broad St., Philadelphia, Pa. 
McDannald, Clyde Elliott, Jr. 
National Lead Co., 111 Broadway, New York, N. Y. 
McNair, Malcolm P., Jr. 
Lever Brothers Co., 80 Varick St., New York, N. Y. 
Melcer, J. D. ‘ 
Lone Star Co., 325 N. Walton, Dallas, Tex. 
Mellor, H. Clay 
Arguto Oilless Bearing Co., 149 Berkley St., Phila- 
delphia 44, Pa. 
Michener, Walter W. 
Michener & Holland, 2100 Lincoln-Liberty Bldg., 
Philadelphia 7, Pa. 
Mishlove, Lee 
Mishlove’s, Inc., 305 Watson St., Ripon, Wis. 
Monsen, Florence L. 
Dewey and Almy Chemical Co., 62 Whittemore Ave., 
Cambridge 40, Mass. 
Morris, William W. 
Westinghouse Electric Corp., Braddock Ave., East 
Pittsburgh, Pa. 
Morrison, Mary Elizabeth 
Arthur D. Little, Inc., 30 Memorial Dr., Cambridge 
42, Mass. 
Murray, W. A. Douglas 
Henry Morgan & Co. Ltd., Montreal, Canada 
Myles, F. E. 
Dominion Textile Co., Ltd., 710 Victoria St., Mont- 
real, Canada 
Naylor, Ralph V. 
Naylor’s Market, E. 4th Ave., Mesa, Ariz. 
Neave, Ralph, Jr. 
Better Living, 230 Park Ave., New York, N. Y. 
Needham, Stephen F. 
Jann & Kelley, Inc., 366 Madison Ave., New York, 
N. Y. 


Nell, Richard K. 
Askania Regulator Co., 240 E. Ontario St., Chicago 
11, Il. 
Norwood, Clarence R. 
The Canada Starch Co. Ltd., 1940 Sun Life Bldg., 
Montreal, Canada 
Nugent, W. F. 
Spitzer & Mills Ltd., 50 King St., W., Toronto 1, 
Ontario 
Orr, Thomas H. 
222 St. George St., London, Ontario 
Parker, Francis E. 
Radio Corp. of Amer., Front & Cooper, Camden 2, 
N. J. 
Pasley, Douglas C. 
Farm & Ranch Publ. Co., 122 E. 42nd St., New York 
a7, N. ¥. 
Paulin, Howard P. 
Abbotts Dairies, Inc., 31st and Chestnut Sts., Phila- 
delphia 4, Pa. 
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Pender, David R. 
206 E. 34th St., New York, N. Y. 
Peterson, W. Sten 
Norge Div., Borg-Warner, Merchandise Mart Plaza, 
Chicago 54, Ill. 
Philo, Walter 
Capper Publications, Inc., 420 Lexington Ave., New 
York 17, N. Y. 
Philp, Donald F. 
Orange Crush Ltd., 1590 O’Connor Dr., Toronto 13, 
Canada 
Pitman, Herbert B. 
U. S. Steel Co., 525 William Penn PI., Pittsburgh, 
Pa. 
Plaisted, E. Franklin 
Scott Paper Co., Chester, Pa. 
Poole, W. H. 
Young & Rubicam Ltd., 1120 University Tower 
Bidg., Montreal, Canada 
Prechtel, William V. 
179 Main St., Norwalk 7, Ohio 
Preston Robert E. 
Standard Oil Co., 185 Beaver St., Akron, Ohio 
Queen, Harvey 
2015 Foster Ave., Brooklyn 1o, N. Y. 
Rae, John M. 
The Mengel Co., 4th & Colorado, Louisville, Ky. 
Rich, Stuart M. 
269 E. 13th Ave., Columbus 1, Ohio 
Rich, Vincent A. 
Personal Products Corp., Milltown, N. J. 
Richards, Elizabeth A. 
1364 Madison Ave., Columbus 5, Ohio 
Robinson, W. L. 
Amer. Automobile Assn., Pa. Ave. at 17th St., N. W., 
Washington 6, D. C. 
Rodriques Anthony A., Jr. 
57 Hurley St., Cambridge 41, Mass. 
Rogers, Peter W. 
1613} Milburn Ave., Toledo 6, Ohio 
Ross, Charles S. 
635 Delaware Ave., Ridgewood, N. J. 
Ross, Marian 
Metropolitan Sunday Newspapers, Inc., 220 E. 42nd 
St., New York, N. Y. 
Rudolph, Robert P. 
North Shore Wholesale Grocery Co., 60 River St., 
Beverly, Mass. 
Ruprecht, Phillip 
McGraw-Hill Publishing Co., 2980 Penobscot Bldg., 
Detroit 26, Mich. 
Saperstein, Bernard 
The Biow Co., 640 5th Ave., New York, N. Y. 
Schneider, Paul 
4648 North St. Louis, Chicago 25, Ill. 
Scott, Robert G. 
Maclean-Hunter Publ. Co., Ltd., 481 University 
Ave., Toronto 2, Ontario 
Seiberlich, Robert E. 
723 Greythorne Rd., Wynnewood, Pa. 
Seigle, Harold J. 
7315 S. Dante Ave., Chicago 109, Ill. 


Semlow, Walter J. 
Barrington Associates, Inc., 230 Park Ave., New 
York 17, N. Y. 
Sheard, S. H. 
A. C. Nielsen Co. of Canada, Ltd., 2435 Yonge St., 
Toronto, Canada 
Sheridan, Edward M. 
RCA Victor Div., Bldg. 15-7, Front & Cooper Sts., 
Camden 2, N. J. 
Shipley, S. Ewing, Jr. 
415 Winston Dr., Apt. 202, San Francisco, Calif. 
Siebert, Samuel D. 
Rockwell Mfg. Co., 400 N. Lexington Ave., Pitts- 
burgh 8, Pa. 
Skulstad, Arthur W. 
Kraft Foods Co., 500 Peshtigo Court, Chicago go, Ill. 
Smith, C. Ogden 
Allen B. Du Mont Laboratories, Inc., 35 Market St., 
E. Paterson, N. J. 
Smith, Keith L. 
Alfred Colle Co., 510 New York Life Bldg., Minne- 
apolis 2, Minn. 
Smith, Seymour 
Advertest Research, 133 Albany St., New Brunswick, 
N. J. 
Spinner, Robert E. 
Marketscope Research Co., 156 Washington St., 
Newark 2, N. J. 
Storm, Walter K. 
Chicipee Mills, Inc., 47 Worth St., New York 13, 
Stringham, William Hugh 
6228 S. Montezuma, Phoenix, Ariz. 
Sullivan, John E. 
Foote, Cone & Belding, 155 E. Superior St., Chicago 
11, Ill. 
Swan, William 
240 West End Ave., Ridgewood, N. J. 
Thompson, James L. 
J. Walter Thompson Co., 645 S. Flower St., Los 
Angeles 17, Calif. 
Tomlin, S. Stokes, Jr. 
Shell Oil Co., 50 W. soth St., New York, N. Y. 
Towne, Arthur W. H. 
Sweet’s Catalog Service Div., F. W. Dodge Corp., 
119 W. 40th St., New York, N. Y. 
Vanderblue, Charles S. 
Gorham Co., 333 Adelaide Ave., Providence, R. I. 
Van Housen, Edward I. 
Marshall & Ilsley Bank, 721 N. Water St., Mil- 
waukee 1, Wis. 
Vogy, Robert T. 
Devoe & Reynolds Co., Inc., 787 1st Ave., New York 
17, N. Y. 
Wallace, Irving 
The Pennsylvania State College, Economics and 
Commerce, 121 Sparks, State College, Pa. 
Warren, Albert W., Jr. 
95 Newton St., Weston 93, Mass. 
Webster, Edward C. 
McGill University, 3544 Peel St., Montreal, Canada 
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Weiss, Samuel 

3073 S. Buchanan St., Fairlington, Va. 
Wertheim, Franklin D. 

6163 N. Wolcott Ave., Chicago 26, Iii. 
Westfall, George 


Hotpoint, Inc., 5600 W. Taylor St., Chicago, Ill. 


Westman, Glenn H. 

Gulf Oil Corp., 435 7th Ave., Pittsburgh 30, Pa. 
Whidden, Graham 

Box 132, Terminal A, Toronto, Canada 
Widdicombe, Stacey H., Jr. 

McCall’s, 230 Park Ave., New York 17, N. Y. 


Wiener, Frank G. 
Rhode Island State College, Kingston, R. I. 
Wilds, Howard F., Jr. 
The Coca-Cola Export Corp., 3240 N. W. 27th Ave., 
Miami 42, Fla. 
Winpenny, Donald 
University Club, 803 State St., Madison, Wis. 
Wulbrecht, Donald J. 
1010 W. Lantz, Detroit 3, Mich. 
Younger, Leo 
Willys-Overland Motors Inc., Wolcctt Blvd., Toledo, 
Ohio 
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BY FAR, AMERICA’S FASTEST 


NATIONALLY SYNDICATED 
STORE AUDIT SERVICE! 


Monthly reports—only 10 days—after 
they are received from the field! Now 
you can correct weaknesses in your 
sales and advertising planning before 
it’s too late—before serious losses set 
in! 


The remarkably low costs now make it 
possible for you to use SELL-O-RATOR 
either alone— or with other channels 
of sales information. Now, even 
medium size companies in the grocery 
and drug flelds can afford this Vital 
Sales Tool. 


WRITE FOR DESCRIPTIVE FOLDER 


Please mention the JouRNAL OF MARKETING in writing advertisers 


Sole 


4 


4 


ga 
gt 
ve., 
* 

WA YSs #2 
S 

\ 
“4 


Your “ACE THE HOLE” 
for Marketing Research Tabulations... 


With the largest and most diversified independent punched card 
tabulating service in the country, STATISTICAL can give you the 
personal service you want on marketing research tabulations. 
Coding and editing, punching, verification, preparation of tables, 
tabulating, percentaging, and typing—every phase of the job is 
handled quickly and accurately—without your having to bother 
with hiring and training or worry about equipment standing idle, 
overtime, etc. 

In any emergency, and for your regular requirements, you'll 
find this experienced organization your ‘‘ace in the hole’ for 


marketing research tabulations. Phone or write our nearest office 
for full details. 


STATISTICAL TABULATING GOMPANY 


Chicago 4, Ill., 53 West Jackson Blud. — Phone HA 7-2700 « New York 4, N.Y.,-89 Broad St. — 
Phone WH 3-8383 +» Newark 2, N. J., National Newark Bldg. — Phone MA 3-7636 
St. Louis 1, Mo., 411 North Tenth Street — Phone CH 5284 


Please mention the JouRNAL OF MARKETING in writing advertisers 


AMERICAN ECONOMIC REVIEW 


Contents 


Volume XLI June, 1951 


ARTICLES 


Some Aspects of Welfare Economics A. C. Pigou 
Tibor Scitovsky 
Some Notes on Mr. Hicks and History .............---0eee sees W. W. Rostow 
American Business Cycles 1065-79 Rendigs Fels 
New Ideas in International Trade Theory ...............222-05: R. W. Stevens 


Wage Determination in the Steel Industry ...............00022000s Albert Rees 


COMMUNICATIONS 
Notes on the Dollar Shortage: 


Trade and Investment in Underdeveloped Areas: 


Factor Demand with Variable Cooperating Factors ................. E. C, Budd 
European and American Economics ............22200eeeee0s Richard Kerschagl 


Addendum to Report on Teaching Economics .................. W. W. Hewett 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the Ameri- 
can Economic Association and is sent to all members, The annual dues are $6.00. Address 
editorial communications to Dr. Paul T. Homan, Managing Editor, American Economic Review, 
University of California, 405 Hilgard Ave., Los Angeles 24, California; for information con- 
cerning other publications and activities of the Association, communicate with the Secretary- 
Treasurer, Dr. James Washington Bell, American Economic Association, Northwestern Uni- 
versity, Evanston, Illinois. Send for information booklet. 
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JOURNAL OF THE March 1951 


AMERICAN STATISTICAL ASSOCIATION Vol. 46, No. 253 
1108 16th St., N.W. Washington 6, D.C. 


ARTICLES 


The Influence of Statistical Methods for Research Workers on the 
Development of the Science of Statistics F. Yates 


The Impact of R. A. Fisher on Statistics ............022002eeeee Harold Hotelling 
The Fisherian Revolution in Methods of Experimentation ............ W. J. Youden 
R. A. Fisher's Statistical Methods for Research Workers ............ Kenneth Mather 
The Theory of Statistical Decision L. J. Savage 
The Kolmogorov-Smirnov Test for Goodness of Fit ............ Frank J. Massey, Jr. 
A Large Sample t-Statistic Which Is Insensitive to Non-Randomness . . . John E. Walsh 
A of Correlation William A. Spurr 
On Stratification and Optimum Allocations ..............-...+-: W. Duane Evans 
Sampling with Probabilities Proportional to Size .................. Nathan Keyfitz 
A Source of Bias in One of the Samples of the 1950 Census .......... Peter O. Steiner 


The Distribution of Blocks in an Uncongested Stream of Automobile Traffic .... 


Willard Phillips, A Predecessor of Paasche in Index Number Formulation ....... 


Book Reviews 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 
2. Improvement of basic statistical data 


3. Application of statistical methods to practical problems 


Please mention the JouRNAL OF MARKETING in writing advertisers 


» 
i 
& 
. 
j 
q 
q 
io 
1 
j 
by 
A A 
q 
g 
an 


Let us give you a helping hand with survey figures. 


We will compile statistics for you on our high-speed tab- 
ulating machines, and send them back to you in short 
order—ready for charting! No transcribing into a form- 
ula necessary. No unnecessary delays. 


You can make your merchandise analyses right from our 
figures! 


For years we have been serving 4A agencies, radio-TV 
people and publishing houses, and our knowledge of 
market research problems and requirements can save 
you time, money and headaches. Why not call us now? 


Tabulating service for every 
management need: 


Questionnaires for Research 
Markets, Products, Public Opin 
and Industrial Relations 


Readership Studies—Magarzines, 


Marketing Indices, Sales Potentials 


Recording & Statistical Corporation 


Chicago Boston Detroit 


: 100 Sixth Avenue, New York 13, N.Y. 
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BASIC METHODS OF MARKETING RESEARCH 


By J. H. Lorie and Harry V. Roperts. The University of Chicago. Ready i 


September 
Deals first with scientific method, including experimentation and with particular refers 


ence to marketing research. Sampling, with special reference to the problems ofmm 
sampling human populations, is covered next. The third section deals with the psychowaa 
logical problems of getting information from respondents. The fourth concerns admit 


istration, or the techniques of translating theory into practice. 


SUCCESSFUL RADIO AND TELEVISION ADVERTISING 


By Evcene F. Seruarer, University of Minnesota, and J. W. LAEMMaR, J. Waltem q 
Thompson Company. 574 pages, $6.50 = 
A thorough, well-organized text for college students, this book explains the basil ¥ 
principles of successful radio and television advertising and gives the student a comm 


prehensive appreciation and understanding of the American system of commercial 
radio. 


OUTLINES OF MARKETING. New 3d edition 


By Hucu E. Acnew; Harotp A. Conner, and L. Doremus, New York 


University. 432 pages, $4.50 


Thoroughly revised and brought up to date, the present edition contains a new sectiongy 


of the United States as a market, which includes a consideration of the widespread 
shifts in the population and a treatment of the resulting changes in marketing proces 


dure in the different states. New material is also presented on merchandising and sales 
promotion, chain stores, the effect of new forms of retailing on the wholesaler, changes 


in transportation, etc. 


$6.50 


Designed and written for advanced courses in marketing campaigns, this text has bee 
_ thoroughly revised and over half the material is entirely new. Such topics as publigg 
relations, retailing, merchandising, sales promotion, advertising policies, forecasting 


and budgeting continuing services, and consumer campaigns all contain an up-to-date 
and extended treatment. : 


FOOD MARKETING 


Edited by Pau. Sayres, President, Paul Sayres Company, Inc., New York. 338 


pages, $5.00 
Seeks to give the reader a broad understanding of the food industry. Twenty-tw@ 


leaders of the country’s major food manufacturing and distributing companies an@ay 
trade associations describe the behind-the-scenes story of many food marketing opera 
tions. In clear, concise language each contributor presents a frank and searching@y 


analysis of the complexities of his particular field. 


Send for copies on approval. 


330 WEST 42no STREET, NEW YORK 18, N. Y¥. 


MARKETING POLICIES. New 2nd edition 
By Hucu E. Acnew; and Date Houcuton, New York 610 pages 


McGRAW-HILL BOOK COMPANY, INC. 
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